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: About AmCham Shanghai

. The American Chamber of Commerce in Shanghai (AmCham Shanghai),
known as the "Voice of American Business" in China, is one of the largest
American Chambers in the Asia Pacific region. Founded in 1915, AmCham
i Shanghai was the third American Chamber established outside the United
States. As a non-profit, non-partisan business organization, AmCham
Shanghai is committed to the principles of free trade, open markets, private
. enterprise and the unrestricted flow of information.

AmCham Shanghai’s mission is to enable the success of our members and
strengthen US-China commercial ties through our role as a not-for-profit service
: provider of high-quality business resources and support, policy advocacy and
. relationship-building opportunities.

Find us online at www.amcham-shanghai.org

. About PWC

At PwC, our purpose is to build trust in society and solve important problems.
: We're a network of firms in 155 countries with more than 284,000 people who are
: committed to delivering quality in assurance, advisory and tax services. PwC
. refers to the PWC network and/or one or more of its member firms, each of which
. is a separate legal entity. Please see www.pwc.com/structure for further details.

PwC Mainland China, Hong Kong SAR and Macau SAR work together on a collab-
. orative basis, subject to local applicable laws. Collectively, we have over 800
. partners and more than 20,000 people in total.

: We provide organisations with the professional service they need, wherever they
: may be located. Our highly qualified, experienced professionals listen to different
points of view to help organisations solve their business issues and identify and
: maximise the opportunities they seek. Our industry specialisation allows us to help
co-create solutions with our clients for their sector of interest.

We are located in these cities: Beijing, Shanghai, Hong Kong, Shenyang, Tianjin,
Dalian, Jinan, Qingdao, Zhengzhou, Xi’an, Nanjing, Hefei, Suzhou, Wuxi, Wuhan,
: Chengdu, Hangzhou, Ningbo, Chongging, Changsha, Kunming, Xiamen, Guang-
i zhou, Shenzhen, Macau, Haikou, Zhuhai and Guiyang.

: Visit us at www.pwcen.com
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! business executives who provided input for this report.
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CHAMBER MESSAGE

Published since 1999, our annual China Business Climate Report is based on one of the longest running surveys of US
businesses in China. The report reflects the opinions, insights and experiences of our member companies operating in this
important market. We thank our survey partner, PwC, for their support and our many members for contributing their perspec-
tives.

This year’s survey was conducted between June 15 and July 15, 2021, and 338 companies responded. Questions measured
company performance, investment, domestic competition, mobility, offshoring of production and ESG priorities. As always,
we also gauged members’ sentiment about the broader operational and regulatory environments.

As a result of its rigorous approach to stopping Covid transmission, China’s economy entered the second half of 2020 and
the first half of 2021 in better shape than most countries. While growth has remained sluggish in lower-tier cities, economic
activity in first-tier cities has returned to near pre-Covid levels. In retrospect, China’s government-led supply-side response to
Covid seems well-judged. Exports have also been strong, driven in part by strong overseas demand for goods such as medi-
cal products, computers and other electronics.

How China’s economy performs through the rest of 2021 and early 2022 will depend partly on external factors, such as con-
tainment of the Covid Delta variant. Yet our members are confident about opportunities in the domestic market. Five-year op-
timism levels were almost back to their pre-trade war levels, 2020 revenues exceeded expectations and revenue projections
for 2021 are even more upbeat. That buoyancy is also reflected in projected China investment.

Despite this promising feedback, there are several areas in which our members believe China should create a more welcom-
ing business environment. Better enforcement of intellectual property rights is one. Ending government favoritism toward
local companies is another. If China continues to unfairly restrict US businesses (such as law firms), calls for reciprocity may
become louder.

While our members support China’s work to keep Covid at bay, it is also apparent that the costs of pandemic control are ris-
ing. One future priority is to develop protocols that enable qualified business travelers to safely enter China for short visits,
without extended quarantine periods. A second priority is to develop protocols that enable foreign workers to safely bring
their dependents with them to China. Without such new protocols, foreign direct investment will slow and foreign talent will
be deterred from accepting positions here.

The publication of this survey comes at a time when a new US administration is taking a more measured approach to China
than its predecessor, but the risk of a significant technological decoupling remains real. Our members understand both gov-
ernments’ authority to protect portions of their economies from cross-border interdependence, but we hope that they will limit
the scope of technological decoupling. For 40 years, commercial ties between the two nations have brought immeasurable
benefits to both peoples. Further decoupling will unravel that progress.

We trust that this report will provide valuable insights to our members, to policymakers on both sides of the Pacific and to
head offices seeking an independent view of China’s business environment.

JCM"\/ ,{A/«%"

Jeffrey Lehman Ker Gibbs
Chairman President



EXECUTIVE SUMMARY

e US MNCs are bullish on China: Despite US-China tensions and increasing competition from local players, many
American companies continue to see the growth potential of the China market and to expand their operations here.
This year, our members reported that they are optimistic about the future, are seeing performance bounce back af-
ter the Covid-related slowdown in early 2020 and are continuing to make investments to be successful.

e Five-year optimism rebounds: 77.9% of companies described themselves as either optimistic or slightly optimis-
tic about the five-year business outlook, a return to the figures observed from 2015-2018. Only 9.8% of companies
were pessimistic, versus 18.5% in 2020 and 21.1% in 2019, the height of the US-China trade war. 85% of compa-
nies in the retail sector described themselves as either optimistic or slightly optimistic, versus 79.4% in manufactur-
ing and 73.4% in services.

e 2020 profits surprisingly strong: 77.1% of respondents reported profits in 2020, in line with the past several
years, but higher than many expected. In the chemicals and non-consumer electronics industries all respondents
were profitable, while 87% of companies in pharmaceuticals, medical devices and life sciences were also profitable
and 13% broke even. A quarter of companies in the logistics, transportation, warehousing and distribution industry
lost money in 2020, whereas in 2019 all were profitable.

e 2021 revenue growth anticipated to rebound: More than 82.2% of companies projected higher revenues in 2021
than in 2020, a return to revenue growth levels last seen before the worst days of the US-China trade war. Among
the most sanguine industries were pharmaceutical, medical devices and life sciences companies (91.3%), automo-
tive (91.3%), non-consumer electronics (90%) and industrial manufacturers (88.6%).

e Investment planning grows a year after pandemic doldrums: In 2021, the majority of companies (59.5%) re-
ported increased investment compared to 2020, up 30.9 percentage points, and near 2018’s pre-trade war level of
62%. Of the 104 respondents that planned to lower their China investments in 2021, 47.1% cited uncertainty about
US-China trade policy, followed by the impact of the coronavirus (33.7%).

e Focus on ESG spurs investment as companies appeal to stakeholders: Across all industries the human ele-
ments of ESG outweighed any environment-focused programming. Respondents overwhelmingly chose diversity
and inclusion (48.5%), training and development (48.5%) and business ethics/governance (43.2%) as their primary
areas of ESG focus over the next three years.

e Production remains in China, with no relocation to the US: Of manufacturers producing in China, 72% had no
plans to move any production out of China in the next three years. Of the remaining 28% that plan to move any pro-
duction, only two companies (1.6%) will move all production in the next three years. No companies were relocating
their production from China to the US.

e Retaining local talent is getting harder as local companies offer more appeal: 54.9% of respondents said that
near-term and potential compensation at local firms was luring away Chinese talent, while 59.6% agreed that Chi-
nese workers were opting for local firms to seek better “personal career advancement.” 26.3% of companies said
that US-China tensions were negatively impacting their ability to attract or retain local staff.

e Mobility issues create HR and operational challenges: More than half of companies (53.4%) said Covid-related
travel restrictions hurt their ability to attract and retain foreign talent. Nearly half (45.1%) of respondents said Cov-
id-related restrictions negatively impacted their operations, while 35.9% said it impacted their staffing and 33.8%
said it hurt revenues.

e Regulatory transparency continues to fluctuate but mostly doesn’t hinder business: In 2020, 51.4% of com-
panies called the regulatory environment transparent, a 9.5 percentage point increase over 2019. This year, that
number dropped to 46.7%. Meanwhile, 34.3% of companies reported that while the regulatory environment was not
transparent, it did not hinder business.

e US companies continue their focus on China: The survey asked members whether their global boards were
rebalancing assets away from China, which 163 respondents deemed inapplicable. Of the remaining 174 respond-
ents, 23.6% were not rebalancing assets away from China, while among the others the top three reasons for doing
so were: uncertainty about US-China relations (61.5%), rising costs (33.9%) and de-risking production/supply chains
(25.9%).
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I I BUSINESS
PERFORMANCE

B 2020 profits surprisingly strong

Contrary to early 2020 expectations
when Covid briefly closed a large part
of China’s economy, 77.1% of mem-

Fig. 1: Performance

® Revenue up @ Profitable @ Operating margins up

bers reported profits last year, in line
with the past several years. China’s 90%
swift recovery from Covid was helped
by the government’s supply-side stim- 80% 779%
ulus. The speed with which our manu-

. . 70%
facturing members reopened their fac-
tories clearly contributed to the 84.7% 60%
that reported profits. Less fortunate
were retailers, with only 70% profitable 50% 50%
in 2020, against 85.4% in 2019. In ser- 43Y%
vices, 68% members were profitable, 40%
versus 65.4% in 2019. 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

In the chemicals and non-consumer

electronics industries, 100% of members were profitable in 2020. In pharmaceuticals, medical devices and life sciences, 87%
reported profits, while 13% broke even. Only 10% of industrial manufacturers were unprofitable, but 25% of logistics, transpor-
tation, warehousing and distribution companies lost money, whereas in 2019 all were profitable. Higher costs for cargo space
on aircraft and ships due to Covid-related capacity shortages hurt logistics businesses that did not own their own equipment.
Harder hit were firms in real estate, engineering and construction services, with 30.8% reporting losses.

Chemical firms were beneficiaries of a surge in demand last year, driven in part by a recovery in the auto industry and demand
for new energy vehicles in particular. Delays in chemical imports also helped lift prices.

I Revenue growth beats expectations

Revenue growth in 2020 was lower than in previous years; only 49.7% of companies reported higher earnings in 2020 than in
2019 (62%). However, revenue growth was better than forecast, as only 32.5% of companies had projected higher revenue
growth in 2020. The backdrop of Covid tempered optimism, and China’s quick recovery surprised some corporate leaders.

Fig. 2: Companies’ revenue growth over time

Up over 50%

Up 11-50%

Up 1-10%
Remained the same
Down 1-10%

Down over 10%

Not applicable*

2012 2013 2018 2019 2021
*2011-2017 data does not include a ‘Not applicable’ option. ** Projected revenue change
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Given the high demand for computers, computer peripherals and data storage devices as staff in Europe and the US switched
to remote work during Covid, it was unsurprising that 80% of non-consumer electronics companies saw greater revenue growth
in 2020 than 2019. They were bested only by agriculture and food companies, with 90.9% earning more this year than last.
Food processing and agricultural commodities firms enjoyed better prices for products like soybeans, with prices in 2020 reach-
ing a then seven-year high as supply from Brazil tightened. China’s agricultural purchases under the US-China phase one trade
deal also helped drive demand for US-grown commodities, though China still fell short of its commitments.

Fig. 3: MNCs recovered faster than smaller companies in 2020

What is your company's annual global revenue?

US$50-100 | US$101-500 |US$501 million-
<Uss$50 million|  US%> >0 $501 million-]. 1.5 billion | > US$5 billion
million million 1 billion

Ve

ry_ 9.0% 12.5% 20.8% 17.9% 13.9% 25.8%
profitable
Profitable 47.8% 58.3% 50.0% 60.7% 73.6% 61.9%
Break-even 17.9% 20.8% 16.7% 10.7% 5.6% 6.2%

I Margins mixed

Asked how their operating margins compared in 2020 versus 2019, 21.5% of respondents enjoyed margins up by 11% or
more, while another 21.5% saw margins improve 1-10%. Industries where the greatest percentage of companies enjoyed
margin increases over 11% included agriculture and food (63.6%), chemicals (47.4%) and healthcare and hospital services
(33.3%). Margins for agricultural commodities were bolstered by higher prices.

Conversely, 30.2% of companies reported lower margins in 2020. Especially impacted were logistics, transportation, ware-
housing and distribution firms, with 50% experiencing margin falls. According to the trade publication Air Cargo News, air
cargo rates out of China in the first half of 2020 rose 136% year-on-year, fueled by overseas demand for personal protective
gear and price increases due to a sudden shortage of passenger flights that would have carried cargo. Shippers buying air
cargo space from others struggled to offset these higher charges. Epidemic prevention and control measure costs were also
more difficult to pass on. However, a shortage of shipping containers combined with a sharp increase in transpacific sea
freight costs buoyed margins for ship owners.

# Up and down
e 41.7% of companies in logistics, transportation, warehousing and distribution businesses reported a revenue increase from
2019 to 2020; 50% reported a deterioration of operating margins from 2019 to 2020.

e 38.5% of real estate, engineering and construction services firms reported a revenue increase from 2019 to 2020; 30.8%
reported a deterioration of operating margins from 2019 to 2020.

e 47.6% of management consulting companies reported a revenue increase from 2019 to 2020; 38% reported a deterioration
of operating margins from 2019 to 2020.

*Figures in graphs throughout this document are rounded up from 0.5, and down from 0.4, resulting in some graphics calculating over or un-
der 100%.
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BUSINESS FORECAST, STRATEGY
AND INVESTMENT

B 2021 full-year revenues set to rebound

Exactly 82.2% of companies projected they will
earn higher revenues in 2021 than in 2020, a re-
turn to growth levels last seen before the US-Chi-
na trade war. This bump in optimism reflects
the fact that in most industries, Covid no longer
weighs as heavily on minds — or operations — as it
did a year ago. The most confident industries ex-
pecting revenue growth included pharmaceuticals,
medical devices and life sciences (91.3%), auto-
motive (91.3%), non-consumer electronics (90%)
and industrial manufacturers (88.6%). For luxury
car brands in particular, China remains fertile
ground. Expanding sales of new energy vehicles
are also a tailwind for auto industry suppliers.

As our company expands into the NEV mar-
ket, we are seeing an incredible pickup of pro-
Jects and volumes from both international and
domestic players. The latter are making very
aggressive moves that may be matched by
only one international player. We are months,
not years, away from seeing our NEV product
category become our second largest market
segment, displacing some traditional markets
that have been our bread and butter for more
than 8o years. ()()
- General manager of
an industrial manufacturer

Fig. 4: Many more companies expect China-based

revenues to grow in 2021

How did your China 2020
revenue compare to your
2019 revenue?

50%

10%

17%

2020 vs 2019

® Up>50% @ Up2150% @ Up11-20%

How does your estimated
2021 China revenue compare
to your 2020 results?

9%
2%

4% EEZ%
1%

2021 vs 2020*

® Up1-10% Remains the same

Down 1-10% @ Down 11-20% ® Down 21-50% @ Down>50% @ Notapplicable

* 2021 data does not include a 'Not applicable' option.

Fig. 5: Industries in which the greatest percentage of companies expect 2021 revenue growth

& Pharmaceuticals, medical devices and life sciences: 91 _3%

a Automotive:

91.3%

{:E Non-consumer electronics:

90.0%

x Industrial manufacturers:

88.6%

8 1 AmCham Shanghai 2021 China Business Report



0l Five-year business outlook:
sunny skies ahead

After a two-year hiatus during which five-year optimism
dropped to levels not seen in earlier surveys, companies were
again positive about their prospects. This year, 77.9% of busi-
nesses described themselves as either optimistic or slightly
optimistic, akin to the 80% figure observed from 2015-2018.
Only 9.8% of companies were pessimistic, versus 18.5% in
2020 and 21.1% in 2019, the iciest point of the US-China
trade war. The retail sector was cheery, with 85% of compa-
nies optimistic or slightly optimistic, versus 79.4% in manufac-
turing and 73.4% in services.

Fig. 6: Five-year business outlook

@ Optimistic @ Slightly optimistic @ Neutral ~ @ Pessimistic
2021 39% 39% 12%1 10%
2020 23% 36% 23% 18%
2019 25% 36% 18% 21%
7%
2018 45% 35% 13%
6%
2017 39% 41% 13%

§I China revenue growth primed to outperform worldwide rate

Fig. 7: China returns versus global returns
over next 3-5 years

® Slightly higher (by 1-10%)
® Not applicable

@ Significantly higher (by 11% or more)
® Comparable ® [ower

Optimism about the China market is reflected in companies’
revenue growth expectations versus other markets. Over the
next three to five years, 69.7% of respondents expected rev-
enue growth in China to outpace their companies’ worldwide
growth, and only 10.2% expected it to be lower.

The industries forecasting the best revenue growth (defined
as revenues up 11% or more) over the next three to five
years versus their companies’ global returns included health-
care and hospital services (66.7%), chemicals (57.9%) and
pharmaceuticals, medical devices and life sciences (56.5%).
Despite the government’s bulk purchasing/price control re-
quirements, there were several tailwinds for medical-related
businesses. These included the growth of medical insurance
plans and burgeoning middle-class purchases of imported
medical devices. The life sciences industry also benefits from
government subsidies and tax incentives as China strives to
build a globally competitive biotech industry.

Only 23.8% of management consultants expect their China revenue growth to outperform their other global offices by 11% or
more, perhaps due to increasing competition from local firms. Local competitors are also gnawing at US law firms, with 25%
of respondents predicting that their China revenue growth will lag other international offices, though 50% see it 1-10% higher.

B In China, for China

Fig. 8: What is your
company’s primary
business strategy in China?

12.4%

o

Import goods into China

17.2%

Other
(o)

6.8%

Produce or source goods or
services in China for markets other

than the US or China

52.7%

Produce or
source goods

[o,

10.9%

Produce or source goods or
services in China for the US market

o

or services in
China for the
China market
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B Investment down in 2020

Unsurprisingly, members’ 2020 planned investments were lower than in 2019 as the coronavirus battered the global economy.
Overall, 39.3% of companies increased investment in China in 2020, a 9 percentage point drop from 2019. The agriculture and
food industry had the highest percentage of respondents (72.7%) that increased their China investment, buoyed by high global
commodity prices. Fewer retail and consumer companies (36.7%) increased investment; a 30 percentage point drop from 2019.
Weak retail sales in the first quarter likely contributed to companies’ investment conservatism, so too a refocus away from brick-
and-mortar stores toward less capital-intensive online retail. Market share losses to local competitors could also have led compa-

nies to limit their investment.

Fig. 9: Investment change in China

@ Decrease ® No change ® 1-15% increase

48%

47%

2018 2019
* Projected investment change

1 But investment rebounds in 2021

After two years of lower investment during the trade war
and the pandemic, confidence in the China market rebound-
ed this year. The majority of companies (59.5%) reported
increased investment for 2021 compared to 2020, up 30.9
percentage points from last year, and near 2018’s pre-trade
war level of 62%.

In 2020, only 17.4% of automotive companies expected to
invest more than they did in 2019; in 2021 78.3% of auto
businesses expected to increase investment over 2020. Auto
firms in China have been investing more to capitalize on the
burgeoning new energy vehicle market that Beijing has en-
couraged with subsidies, part of its goal for NEVs to form 20%
of new car sales by 2025.

More pharmaceuticals, medical devices and life sciences
members (69.6%) also planned an increase in investment in
2021, up from 38.1% of those companies in 2020. The indus-
try continues to grow and welcome international investment
thanks to state prioritization of quality healthcare and biotech
innovations.

Of those respondents that planned to lower their China invest-
ments in 2021, 47.1% cited uncertainty about US-China trade
policy, followed by the impact of the coronavirus (33.7%).

Among companies that said they are decreasing investment,
66.7% of industrial manufacturers and all technology hard-
ware, software and services cited uncertainty over US-China

® 16-50% increase

@ More than 50% increase

60%

44%

2020 2021*

Fig. 10: Change in increase in investment, by industry

® 1-15%increase @ 16-50% increase @ >50% increase

90%

78%
70%

67%

2020 2021 2020 2021 2020 2021 2020 2021
Automotive Pharmaceuticals,  Agriculture and Banking,
Medical Devices, Food Finance and

Life Sciences Insurance

* 2021 data is projected investment change

Fig. 11: Top 4 reasons why 2021 China
investment plans are lower than in 2020

47.1%
33.7%
32.7%
29.8%

Uncertainty about US-China trade policy
Impact of coronavirus

Rising labor costs

Increased domestic competition
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trade relations as one reason to decrease investment, unsurprising given their focus on goods and technologies that have been
subject to US trade restrictions.

While some members noticed a tightening of the education industry’s regulations in early 2021, fewer companies (12.5%) de-
creased their China investment this year, down from 22.2% last year. However, an education sector regulatory clampdown was
announced after our survey closed and will likely impact future foreign investment.

I Companies invest in China’s growth potential

Among those companies that are increasing investment in China, 81.7% of respondents cited the growth potential of the Chi-
na market as a reason for increased investment. Other reasons for investment include China’s skilled talent pool, at 25%, fol-
lowed by the ability to take advantage of efficient and cost-effective supply chains at 21.4%. Companies in several industries,
including healthcare and hospital services (33.3%), agriculture and food (36.4%) and banking and financial services (25.9%),
cited taking a stake in or acquiring innovative companies as one reason for their greater investment in China.

I China remains a top priority

Companies still prioritize China as an investment destination, with 26.9% listing it as their top priority, up 2.3 percentage points
from 2020. On a sector level, 42.5% of retailers ranked China as their number one global investment priority, more than double
2020’s 19.5%. On an industry level, pharmaceuticals, medical devices and life sciences saw the greatest uptick in prioritization,
with 30.4% of companies calling China their number one global investment choice, up 11.4 percentage points from last year.

B Arace to reach Chinese consumers Fig. 12: Top six functions in which companies
are increasing investment in China

As in 2020, companies are prioritizing investment in Chi-

na’s consumers, with sales, marketing and development the

number one investment priority at 58.3%, followed again by 33.4%

research and development (41.1%). Despite the heavy pres-

E-commerce 3 8 2 o/o
ence of e-commerce and digital platforms in China, only a few 41 1 0/0 -
n

industries had a majority of respondents prioritize investment i Staff deve!opment
in the area: retail and consumer (60%), agriculture and food Research and sy
(54.5%) and education and training (62.5%). Among industrial development %
manufacturers, the most popular investment priority was auto- 58 n 3

mation and productivity development (58.6%).

Sales, marketing

29 . 3% and business

Automation development
and productivity
development

I Keeping investments in China

The vast majority (81.4%) of companies had no plans to redirect their China investment to other foreign locations. As in 2020, very
few companies (15 out of 338 respondents) intend to send investment back to the US. Of the 63 companies that redirected invest-
ment to other foreign locations, 50.8% sent investment to Southeast Asia, 34.9% to Mexico and 30.2% to the Indian subcontinent
(some companies may be sending investment to more than one location).

Fig. 13: Top four redirected investment destinations

TR T
50.8% 34.9% 30.2% 22.2%

* Among those companies that are redirecting their China investment
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Like last year, industrial manufacturers had one of the highest industry rates of redirected investment, with 17.1% redirecting
investment to Southeast Asia and 17.1% redirecting to Mexico.

Fig. 14: Where industries are redirecting investment

{:E Non-consumer Electronics: 30.0% x Industrial Manufacturing: 17.1%

x Industrial Manufacturing: 17.1% ;::E Non-consumer Electronics: 10.0%

E Logistics, Transportation, Warehousing, Distribution: 16.7% a Automotive: 8.7%

F

ﬁ Healthcare and Hospital Services: 16.7% E Logistics, Transportation, Warehousing, Distribution: 8.3%
Y

§ Investment in digital technologies grows

China was a global digital leader before Covid, but during Fig. 15: Since Covid-19, how has your

the pandemic both international and domestic companies investment in digital technologies changed?
accelerated investment in digital technologies. The pace of

investment continues to quicken. This year more members ® Increased ® Remained the same @ Decreased @ Not applicable
(69.8%) have increased their investment in digital technol-
ogies since Covid than did last year (56.1%). In several
industries, over 80% of companies were growing invest-
ment, including agriculture and food (90.9%), healthcare
and hospital services (83.3%) and logistics, transportation,
warehousing and distribution (83.3%). Even in industries
with comparatively low rates of increased investment, the 2020 2021
numbers were still strong, including industrial manufacturing
(67.1%), management consulting (66.7%) and real estate,
engineering and construction services (61.5%).

I Digital destinations

Excluding companies that were not increasing investment in digital technologies, 55.7% were upgrading their technology to
further enable virtual working, and 51.7% were implementing technologies to enable digital marketing. But two of the func-
tions with the largest growth in the number of companies increasing investment were “leveraging data to better manage,
control and balance operations’ supply and demand” (45.4%), up 16.3 percentage points since 2020, and “automation of
customer relationship management and sales management” (44.3%), up 8 percentage points since 2020.

Unsurprisingly, the logistics, transportation, warehousing and distribution industry had the most businesses investing in auto-
mation of CRM and sales management technology at (58.3%), and so too in “automating the back office via robotic process
automation and other technologies” (58.3%).

12 I AmCham Shanghai 2021 China Business Report



Fig. 16: If you are increasing your investment in digital technologies, in which areas are you investing?

® 2020 @ 2021

49% 459
. o 40% 42 i 37% 36% .
0,
0

[ mil -- - --
Upgrading our Implementing Leveraging data Automating our Using data Investing in smart Automating back Implementing new Not increasing
technology to technologies to to better manage, customer analytics to drive manufacturing office via RPA technologies to investment in
further enable enable digital control and relationship product and technologies (robotic process digitize recruiting, digital
virtual working marketing balance management and service pricing, automation) and development or technologies

operations supply sales promotion, etc. other technologies workforce
and demand management management

lI China operations benefit US headquarters and US jobs

Of the 276 respondents with US operations, the percentage Fig. 17: How China operations have impacted
that described China as a significant source of profits for US operations, by sector
their US headquarters dropped slightly from 45.1% in 2020
to 35.5%. There was a 4.6 percentage point increase of ® Added to US operations/employment ]
. . . . . @ Significant source of profits for US head office
companies reporting that their China operations added to
their US employment/operations, up to 28.6%, in contrast to
the notion that American companies’ China operations take 20% 179% 22%
away US jobs.
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2y 40%
18%
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§ Help wanted

Following a dip in headcount during China’s Covid shutdown, companies are hiring again. Nearly two-thirds of businesses
(63.7%) planned to increase their China headcount this year, a 31.4 percentage point leap from last year.

Healthcare companies are hiring more—healthcare and hospital services saw a 46.7 percentage point spike in companies
that grew headcount by more than 20%, up to 66.7%. Another 16.7% of healthcare companies plan to increase staff num-
bers by 1-10%. Several factors are driving China’s healthcare industry growth, including rising incomes, increased societal
focus on personal wellness, an aging population and the advent of new online health platforms.

The logistics, transportation, warehousing and distribution industry had the most companies cutting headcount (25%). Com-
panies have struggled with supply chain networks snarled by pandemic-induced slowdowns; some have also cut headcount
in favor of using automation.

Fig. 18: Headcount change

® Decrease more than 11% @ 1-10% decrease @ Nochange @ 1-10%increase @ 11-20% increase @ Increase more than 20%
2021
2020

2019
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I I ENVIRONMENTAL, SOCIAL AND
GOVERNANCE

I ESG: A tale of brand positioning and talent retention

Mirroring our membership’s significant MNC representation, brand positioning with international consumers was the top-
ranked driver of environmental, social and governance efforts (ESG), at 43.8%. However, brand positioning with Chinese
consumers (43.2%) and employee recruiting/retention (43.2%) tied for second. These figures reveal a rising awareness of
environmental and social issues among Chinese youth. The importance of regulatory requirements (37.8%) as a driver of
ESG efforts was also consistent with China’s environmental protection laws becoming more stringent as China’s government
incentivizes companies to become ‘greener.’

The sector in which brand positioning with Chinese consumers was strongest was retail (52.5%), while at the industry level,
healthcare and hospital services ranked highest (83.3%). Next came agriculture and food (63.6%), an industry where con-

sumer safety scares can quickly torpedo a brand. Two-thirds of management consultants (66.7%) deemed employee recruit-
ing/retention a key driver of their ESG programs, higher than in any other industry.

Fig. 19: What are the key drivers for your company’s ESG efforts?

15%

3%

Capital markets  Investor demands Regulatory Employee Brand positioning — Brand positioning — Supplier / customer Other Lender requirements
reporting requirements recruiting / international mainland China requirements
requirements retention consumers consumers

B ESG: Areas of focus

The areas in which companies focus their ESG efforts appear to be fit-for-purpose to their strategies. Businesses in indus-
trial manufacturing, chemicals, non-consumer electronics, automotive and agriculture and food are more concerned by their
greenhouse gas emissions footprint. But across all industries the human elements of ESG were more popular than any en-
vironmental programming. Respondents overwhelmingly chose diversity and inclusion (48.5%), training and development
(48.5%) and business ethics/governance (43.2%) as their primary areas of ESG focus over the next three years.

One thesis is that human-centric ESG programming is less expensive and easier to implement than capital-heavy emis-
sions reduction programs, and KPIs are also easier to measure. Another explanation is that our members have already put
resources into reducing their emissions/carbon footprints. Regardless, within manufacturing, 41.8% of companies selected
their greenhouse gas emissions footprint as an area of focus, but more manufacturers chose diversity and inclusion (49.4%)
and training and development (48.2%).

However, among companies with China revenues in excess of $500 million, 66.7% reported that their greenhouse gas emis-
sions footprint will be an ESG focus over the next three years. Meeting carbon emissions targets may be easier for industrial
producers with large revenues than smaller companies operating in older manufacturing industries.
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Fig. 20: What are/will be the environmental, social and governance (ESG) areas of focus for
your China operations during the next 3 years?

Greenhouse gas emissions footprint

E Circular economy / recycling

Supply chain greenhouse gas emissions footprint

Resilience against physical climate change risks

S Biodiversity / natural capital
Diversity and inclusion 48.5%
Training and development 48.5%
Business ethics / governance 43.2%

AGRICULTURE AND FOOD

The agriculture and food industry had a strong 2020 thanks to high
commodity prices—90.9% of companies were profitable or very
profitable, and all companies saw increased revenues compared
to 2019. The pandemic spurred greater public interest in high-end
health products such as supplements and health beverages, creat-
ing another growth channel for producers. More than half of compa-
nies expected to better that performance this year; 63.6% projected
higher reveues in 2021 compared to 2020.

Companies are facing higher input costs this year, as low container
availability has caused export freight costs to be five or even ten
times higher than normal. Some executives said they've also faced
higher energy, labor and packaging material costs. Despite any in-
creased expenses, nearly three-quarters (72.7%) of companies had
an optimistic or slightly optimistic five-year business outlook.

Food and beverage companies that use fresh and more locally
sourced goods have been insulated from input cost increases in
2021, as they have few import costs. However, these companies,
many of whose 2021 first half performances outpaced 2019 levels,
face growing uncertainties due to the emergence of the Delta variant
and renewed lockdowns that have shuttered nightlife and restaurant
venues.

The vast majority (90.9%) of companies are increasing investment
this year compared to last, with 63.6% of companies citing the
growth potential of the China market, and 36.4% saying it was to
invest in or acquire innovative companies. One executive said his
company is focusing more on M&A opportunities rather than slower
and more costly in-house innovation.

None / no ESG targets

Executives face similar challenges in keeping up with domestic
competitors, which often produce new products faster and cheaper.
While companies are confident in the high quality of their products,
some executives want to learn from their competitors to better con-
trol costs and create more green products.

Nearly all (90.9%) of companies have invested more in digital tech-
nologies since the pandemic, including in digital marketing (72.7%),
virtual working (63.6%) and leveraging data to better manage, con-
trol and balance operations supply and demand (54.5%). More than
a quarter (27.3%) are investing in smart manufacturing, which an-
other executive said complements their company’s push for greener
manufacturing and environmental initiatives.

Exactly 72.7% of companies have focused their ESG initiatives on
limiting their supply chain greenhouse gas emissions; another 63.6%
are investing in diversity and inclusion programming, which one
executive said has become a central focus of their company’s cor-
porate responsibility work. China’s new carbon neutrality goals have
created both challenges and opportunities for agriculture businesses
to limit their greenhouse gases and innovate in more sustainable
practices and products.

While the majority of agriculture and food companies’ staff are locals
unaffected by the border restrictions, employees are unable to visit
sister sites overseas, which has weakened innovation and best
practice sharing. Nearly half (45.5%) of companies said that the re-
strictions have hurt their operational abilities.
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OPERATIONAL
ENVIRONMENT

# An ever-tightening race

This year, more retail sector companies felt pressure from Chinese competitors: retailers that rated their competitors as less
advanced in product development fell 8.6 percentage points to 47.5%. In the same sector, companies that ranked their com-
petitors as better at sales and marketing rose 10.9 percentage points, to 45%.

Foreign retailers face a strong challenge from Chinese companies that nimbly use e-commerce platforms and make swift
production and supply chain changes to offer new products. Over half of retail sector members (55%) reported that their
competitors were more advanced users of digital strategies, and 70% said competitors were faster to market.

Chemical companies (73.7%), industrial manufacturers (72.9%) and agriculture and food businesses (72.7%) also reported
that their local competitors bring products faster to market. In product quality, however, companies in pharmaceuticals, med-
ical devices and life sciences (87%), education and training (87.5%) and healthcare and hospital services (83.3%) reported
that domestic competitors are less advanced.

Fig. 21: How do you rate your Chinese competitors in these business areas?

Less advanced More advanced

51.6% Product development 17.5%
26.1% Sales and marketing 32.3%
12.8% Speed to market 61.4%

63.5% Product quality 11.0%

20.5% Use of digital strategies 38.0%

B Weak IP enforcement constrains research and development

Concerns about intellectual property theft and poor enforcement of intellectual property rights have long prevented compa-
nies from bringing their best technologies and ideas to China, in turn limiting their local China research and development. As
a result, observers suggest that many foreign firms’ ‘innovations’ in China are more likely to be localized or adapted versions
of existing products, rather than entirely new intellectual property. This year’s survey affirms this thesis, with many firms
choosing to limit their China R&D.

We asked firms how the products or services they offer in China are impacted by the country’s IP enforcement regime. Of
the 162 companies with IP in China, they responded as follows (see Fig. 22):
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Fig. 22: How are

your products and Limits our research and development
services in China activities in China:
impacted by China's 31.4%

IP enforcement

Positive impact on

i ?
regime: products and services in Limits the range of products

China: 35.8% Limits the manufactured in China:
range of 25.9%
products
imported into
China: Limits the range of products

16% co-manufactured or licensed in China:
24.7%

In high technology industries such as chemicals (31.6%), non-consumer electronics (30%) and technology hardware, soft-
ware and services (30%) almost a third of companies limited their research and development activities because of China’s IP
enforcement regime. In the chemicals industry, for example, some firms are choosing to build production capacity in China
ahead of investing in R&D. But between concerns about poor IPR enforcement and the US increasingly limiting the transfer
of high-end technologies to China, more technology-based companies may scale back research in China.

| Research & development centers Fig. 23: If your company has invested in an
R&D/innovation center in China, for which

Over the past decade, several foreign pharmaceutical com- ~ markets is it creating new products and

panies have opened research and development facilities services?

in China only to close the research units within a few years

and instead focus on development. Executives say that the

Overseas
research laboratories were often poor discoverers of novel and China '
drugs. Instead, big pharma companies increasingly rely on markets

licensing new molecules from innovative biotech firms, many
of which are located in the US and Europe. However, indus-
try observers expect more foreign pharma groups to invest

in Chinese biotech startups in the years ahead. Only the

China

Similar setbacks have not imperiled R&D in other industries, market

though companies’ ambitions — and the level of research — over?er:Z .m
is not always as high as in their home markets. What may markets
also be propelling R&D is local government encouragement

of research through the use of tax incentives and local finan-

cial subsidies. Over half of respondents (56.2%) maintain

research and development/innovation centers in China, and

within that group their purpose is as follows (see Fig. 23):

I A shortage of workers

This year the most profound change in the operational environment was in human resources. Companies that described
limited workforce availability as either some hindrance or a serious hindrance jumped 17.1 percentage points to 62.3%.
Quarantine restrictions’ negative impact on companies’ ability to bring in foreign talent has contributed to the rise. This trend
was also reflected in the lack of talent and capabilities, which 65.3% of companies described as a hindrance or serious hin-
drance, against 59.2% last year.

However, the operational challenges that hindered the most companies were rising costs (86.7%) and domestic competition
(76.6%). Industries where domestic competition ranked highest as a serious hindrance included banking, finance and insurance
(44.4%), healthcare and hospital services (33.3%) and retail and consumer (30%).
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Fig. 24: Are the following operational challenges a hindrance?

I 67

Rising costs 86%
90%
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Domestic competition 80%
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® 2021
5% 2820
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Limited workforce availability
Not asked in 2019

46%

I 52%

IP infringements

55%
53%

I 7

Inefficient government bureaucracy

47%
57%

I 5%

Corruption and fraud

Difficulties importing goods due to

customs regulations Not asked in 2019

48%
49%

I 4%
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I 40%

Limited local R&D and innovation capacity

40%
49%

LOGISTICS, TRANSPORTATION, WAREHOUSING & DISTRIBUTION

In the early part of the Covid outbreak in 2020, many ships idled
at port as factories stopped manufacturing and demand for cargo
space dropped. A few months later, competition for space on aircraft
and container ships soared and so too did prices.

Several factors were behind the price surge. First, there was a se-
vere shortage of air cargo space as commercial aviation dropped
precipitously. Second, US and European requirements for personal
protective equipment drove demand for the limited air cargo space,
as did demand for computers and associated peripherals as compa-
nies’ staff were forced to work from home. Third, an unprecedented
surge in e-commerce took ocean shippers by surprise. Fourth, sup-
ply chain bottlenecks caused by Covid restrictions and empty con-
tainers trapped in the wrong ports created a shortage of containers
and a concomitant upward pressure on pricing.

For companies that could take advantage of these conditions, the
benefits were profound. Warehouse owners enjoyed a surge in de-
mand for space. Owners of ships and aircraft — or third-party logistics
providers with access to such equipment — found themselves in an
unprecedented sweet spot. Those that were too slow to secure ca-
pacity — or lacked the capital to do so — had a less rosy year. Exactly
75% of logistics, warehousing and distribution companies reported
being profitable in 2020, with the other 25% loss making.

Today, many of the factors that boosted air and cargo prices in the
second part of 2020 still hold true. Covid continues to create port
congestion, which takes capacity out of the market and keeps con-
tainer shipping prices high. Passenger aircraft capacity across the
Pacific is a sliver of its pre-Covid level, boosting revenues at the big
courier companies. In response, some third-party logistics providers
have leased aircraft with the expectation that air cargo prices will
remain aloft. Industry professionals say that some of the US’ big box
retailers have taken to chartering entire container vessels in order to
secure cargo space, as have China’s largest e-commerce platforms.

Unsurprisingly then, 41.7% of members in the logistics, transpor-
tation, warehousing and distribution industry anticipate their 2021
profits will be up 11% or more year-over-year. Exactly 16.7% of
respondents expect to earn less than they did in 2020. That group
likely includes companies whose primary business is shipping the
goods of expatriates, an industry pummeled by travel restrictions.

Still, with Covid far from cured, the Delta variant causing port closures
and little expectation of commercial aviation returning to normal until at
least the spring or summer of 2022, some companies are confidently
predicting that 2022 may be better than 2021. As for their five-year
outlook, 58.3% reported being slightly optimistic and 25% optimistic.
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PRODUCTION I I
RESTRUCTURING

| Businesses staying put

When Covid closed much of China’s manufacturing production in early 2020, the global business press speculated that China’s
role as the world’s manufacturing center could be undermined as company boards reassessed supply and production lines
following the nationwide production shutdown. Businesses with only one or two production sources were expected to diversify
production back to dual- or multi-source models, with more — or even all — production out of China. Survey results show that
those predictions are broadly unfounded.

Of the 125 respondents that said they manufacture in China, 72% had no plans to move any production out of China in the
next three years. Of the remaining 28% that do plan to move at least some production, only two companies (1.6%) will move
all production in the next three years, one being an industrial manufacturer and the other from the retail and consumer industry.
Meanwhile just five companies (4%) intend to move more than 30% of their production.

I No US onshoring

In a blow to those calling for American companies to reshore, no businesses were relocating their production from China
to the US. Of companies that reported having production facilities in China, 10.3% were moving some or all of production
from China to non-US locations. Two thirds of companies (67.7%) will keep their production where it is today. Among the 110
companies with an “in China, for China” strategy that responded to the question, 9.1% will relocate some production to other
regions in China.

Looking forward, we see continued challenges for the logistics industry from the ongoing effects of the pandemic. This is
not ‘a China only'issue, but as global supply chains are so tightly linked, and China is still @ major manufacturing base, any
disruptions overseas have a ripple effect back to China. Capacity constraints, both for ocean and air transportation, are ex-
pected to persist in the mid-term, causing continued delays in moving freight in and out of China. 9%

- Head of Asia operations at a major logistics firm

Fig. 25: Do you plan to move some or all of your production to other regions of China or
outside China?

If your company manufactures in China,
what percentage of production will you move

® No out of China over the next three years?

® Yes, continuing to produce
in China but in different/
additional provinces

72%

® None
@ Yes, moving production 1-10%
both domestically and
partially outside of China 11-20%
@ Yes, moving production 21-30%
out of China to the US (and 0% ,
its territories) w 28% ® >30%
@ Yes, moving production 11.2% ® Allproduction
out of China to non-US
locations 8.0%

® Not applicable

*Among 125 companies
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I Global boards rebalance assets away from China

Against the backdrop of an ongoing pandemic, shifting Chi-
nese regulations and US-China tensions, a question about
global boards rebalancing assets away from China would
seem relevant. Nevertheless, 163 respondents said the ques-
tion was “not applicable.” Of the remaining 174 respondents,
76.4% said they were rebalancing assets away from China.
The top three reasons for doing so were: uncertainty about
US-China relations (61.5%), rising costs (33.9%) and de-risk-
ing production/supply chains (25.9%).

Of firms in the logistics, transportation, warehousing and dis-
tribution industry, 62.5% reported that their boards were rebal-
ancing away from China due to strong domestic competition,
while 50% said it was due to government sanctions or export
controls. Among non-consumer electronics companies, 50%
are moving some or all production outside China. All non-con-
sumer electronics companies specified US-China tensions as
a reason for their boards rebalancing assets away from Chi-
na. Many of the larger non-consumer electronics and comput-
er hardware companies have also seen their business eroded
over time by government directives for large SOEs and other
enterprises to buy local products.

RETAIL AND CONSUMER

Despite China’s rebound from the pandemic lockdown, retail and
consumer sales have failed to meet many of this year’s forecasts
and summer Covid outbreaks further stifled demand. Bottlenecks
at ports have slowed retailers moving products in and out of China.
Companies have also faced higher commodity costs that have erod-
ed profit margins. The percentage of companies reporting that China
was a significant source of profits for their home office plunged from
61.9% in 2020 to just 20% in 2021.

Yet over half (63.3%) of companies still forecast higher 2021 reve-
nues than in 2020. Five-year optimism was up to 76.7%, surpassing
2020 and 2019 levels, a product of the growth potential executives
still see in the China market. Investment in China is also back up
following the pandemic dip, with 63.3% of companies increasing
investment this year compared to last.

Anecdotal evidence from executives supported a sustained com-
mitment to China, with some companies planning to open new brick
and mortar stores and investing more in digital strategies to keep
pace with domestic competitors. Exactly 60% of companies were in-
creasing investment in e-commerce and digital operations and 60%
also said they were increasing investment in sales, marketing and
business development. Health and wellness-related companies feel

® Manufacturing @ Retail

Fig. 26: Top five reasons boards are
rebalancing assets away from China

® Services

Uncertainty about US-
China relations

39.4%
25.8%
17.5%

Tariffs Strong
5.5% 12.4% domestic
7.5% 1.7% competition
19.4% 2.5%
1.7% 7%
15.0% 18.2%
22.4% 12.5%

Rising costs De-risking production/

supply chains

particularly confident thanks to a national policy push for improved
nutrition and health, as reflected in the 14th Five Year Plan.

Retail and consumer members are feeling continued pressure from
domestic competitors that executives say are more agile and able to
respond faster to changing consumer opinion; 53.3% of companies
said local competitors were faster to market. Many domestic compa-
nies are also more advanced when using digital platforms for things
like fast deliveries and social commerce— 43.3% of companies said
Chinese competitors were more advanced in this area. However,
members were confident in their product quality, which one execu-
tive said is the key competency that separates their company from
others. More than half (56.7%) said their domestic competitors were
less advanced in this area.

Public backlash and consumer boycotts of some foreign retailers in
China have been harsh this year, hurting sales and public branding.
Exactly 30% of companies reported the issue was a top concern
among home office executives, the highest of any major industry,
and 13.3% said they had reduced planned investments in China be-
cause of Chinese consumer boycotts. Anecdotally, executives said
that while the issue has receded in the second half of the year, they
have noticed a shift in favorability towards local brands.

20 I AmCham Shanghai 2021 China Business Report



CHINA-TO-HEADQUARTERS I I
CONNECTIVITY

| Understanding of challenges

At a time when face-to-face interactions between China and home offices remain extremely limited, 21.9% of companies
were not confident that their HQ executives understood the challenges of operating here. Conversely, almost half (47.3%)
were somewhat confident in their HQ’s understanding of China, and 24% reported being confident.

Non-consumer electronics companies were less positive, with 40% of companies not confident in their HQ’s understanding
of the challenges. Drivers of this sentiment include state directives advocating the use of domestic technologies at both pri-
vate and state-owned companies and the prioritization of technological localization under the ‘dual circulation’ policy.

Automotive companies had more faith in their relationship with HQ, with 47.8% feeling confident, and 26.1% somewhat con-
fident. This could be attributed to relations formed with HQ-based executives who previously worked in China, though given
how much China’s auto market is changing, market knowledge dates quickly.

I Understanding of opportunities

More companies were convinced of their HQs’ comprehension of the opportunities in the China market, with only 17.5% not
confident. Again, automotive firms were among the most assured, with 52.2% of companies “confident” in their HQs, and
39.1% “somewhat confident.” The chemical industry was among the least confident, with 31.6% of respondents describing
themselves as “not confident” in their HQ’s understanding of the opportunities in China.

Fig. 27: Industries reporting being confident Fig. 28: Industries reporting being confident
or somewhat confident that HQ understands or somewhat confident that HQ understands
the challenges of operating in China the opportunities in the China market

Pharmaceuticals, Medical Devices, Life Sciences:

i L 0,
Industrial Manufacturing: 83% 96%

Real Estate, Engineering, Construction Services:

779% Automotive: 91%
0

Logistics, Transportation, Warehousing,

1 1 . 0,
Distribution: 75% Industrial Manufacturing: 87%

Automotive: 74%

Do
BX%X D

Healthcare and Hospital Services: 83%

Time in the China market broadly corresponded to greater confidence in the knowledge of HQ executive teams. Precisely
76.2% of companies with 20+ years in China were somewhat confident or confident that their HQ executives understood the
market’s challenges, and 79.7% were confident or somewhat confident that they understood the opportunities. For compa-
nies in China less than two years, only 45.5% were confident or somewhat confident in their HQ’s understanding of the chal-
lenges, and 54.5% were somewhat confident in their HQ’s understanding of the opportunities; none were “confident.”
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I Headquarters remain worried about Fig. 29: Top 5 areas of business that most
US-China tensions concern HQ executive teams

Three common issues most concerned headquarters: 71.2%

US-China geopolitical tensions (71.2%), domestic competi- 57.3%

tion (57.3%) and labor costs (44.5%). Despite heavy media 44.5%

coverage of consumer boycotts in recent years, only 6.5% of 33.8% 23.1%

companies labelled this as a top concern for head office. Re- I l l
US-China  Domestic Labor IP Mobility

tail and consumer businesses were most concerned about
boycotts, at 30%, as high-profile retailers are most suscepti-

geopolitical - competition costs protection issues
tensions

ble to consumer backlash.

B Areas of concern

With international shipping still difficult amid border closures and limited cargo capacity, a majority of logistics companies
(58.3%) reported concerns over mobility issues. Exactly 40% of non-consumer electronics firms and 26.1% of automotive
companies were worried by China’s drive to reduce dependence on US suppliers, which could imperil their profits.

[Dual circulation] affects our customers, so from that sense it's a concern. But this is also a business upside. Our global cus-
tomers that want to operate in the local market, 'in China for China,’ are coming to us for help with localization of the whole
supply chain, giving us a business opportunity. They come to us rather than going to Chinese companies because of the
trust we have built, the risk of losing IP. etc. But on a macro level, | have concerns around the dual circulation policy; long
term it presents challenges once companies have localized their technologies. ()C)

- General manager of a contract electronics manufacturer

NON-CONSUMER ELECTRONICS

The current climate for non-consumer electronics companies in
China is positive—every member estimated steady or increased
revenue for 2021 compared to 2020. The majority (70%) were also
optimistic or slightly optimistic about their five-year business outlook
in China. In the long term, however, companies have growing con-
cerns about their longevity in the China market.

Government policies like Made in China 2025 and dual circulation
stress China’s ambition to become self-sufficient in key technologies
such as semiconductors, Al and 5G. These plans threaten foreign
companies’ market positions and are forcing firms to strategize for
the transition and calculate where in the industry opportunities will
remain.

Companies are divided over how dual circulation will impact their
business—20% said the policy would be revenue positive, and an
equal percent said revenue negative. The largest group (40%) be-
lieved it will have no impact, while another 20% remained unsure. It
is unclear which sectors within the electronics industry will be the first
to see a larger-scale push to domestication. One executive noted
that in sectors with fewer state security concerns, such as household
electronics, a near-future shift is unlikely.

Businesses are prioritizing innovation and efficiency in a competitive
market—80% reported increased spending this year in research
and development, and 60% are spending more on automation and
productivity development. On staff retention, executives noted the
difficulty in matching local companies’ compensation, which 90% of
companies said is driving talent to domestic competitors. Executives
have seen increased turnover among their Chinese management
staff, who are headed to local companies with higher wages.

US-China tensions and possible tech decoupling weighed heavily on
electronics members. The vast majority (90%) said the issue will be
a top challenge in the next three to five years. For some companies,
while the tensions haven't caused them to divert current investments
out of China, it is a negative factor when considering further market
expansion.

As members strategize around challenges including not only
US-China tensions but also US-Europe tensions and the continued
impact of the pandemic, an increasingly common tactic is regionali-
zation of the supply chain for export production. A fifth of companies
plan to move 11-20% of production outside China in the next three
years, another 10% plan to move 1-10%.
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REGIONAL I I
INVESTMENT

I Regional expansion grows, as do the challenges

Of those companies that indicated they have expanded outside of Shanghai or are planning to do so, there were several
challenges to success. The biggest challenge was a lack of talent at 72.7%, a 2.3 percentage point increase from 2020.
There was also a 5.3 percentage point rise in those companies that faced challenges in their relationships with the local gov-
ernment in a new locations (51.7%).

§ Proximity to consumers still top criteria

For companies looking to expand outside of Shanghai, the two most popular positive factors influencing their decisions were
again proximity to target consumers (64.7%) and labor costs (44.2%). Local government access and support for foreign in-
vestors was third at 34.8%.

Fifty percent of automotive firms selected “local government access and support for foreign investors.” Provincial govern-
ments across the country are issuing policies and tax benefits to support the development of smart cars and NEVs, incentiv-
izing auto companies to expand manufacturing into new industrial parks and markets.

Industries that cited tax benefits and subsidies included industrial manufacturers at 52.2%. And those industries that cited

rising per capita income and expenditures, another sign of China’s continued economic growth, included banking, finance
and insurance services (50%) and retail and consumer (63.6%).

Fig. 30: Industry insights: Top factors influencing companies’ investment and expansion
outside of Shanghai

Local government access and support for foreign investors
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AmCham Shanghai 2021 China Business Report 1 23



I I POLICY AND REGULATORY
ENVIRONMENT

i Little improvement in the policy and regulatory environment

This year’s survey was taken before many sudden changes in Chinese regulatory policy, several linked to the country’s new drive
toward “common prosperity.” These included a crackdown on online gaming hours for children and after-school teaching. New pol-
icies that will hinder companies’ ability to list on foreign stock exchanges were also announced with little forewarning. How deeply
these policy changes will affect international businesses remains to be seen, but the speed with which they were announced has
unsettled foreign investors and executives.

The number of respondents that believed China policies and regulations toward foreign companies had improved over the past
few years was 36.1%, a sliver above last year’s 35.3%. Unlike last year, when 46.3% of retail sector respondents saw improve-
ment in the regulatory and policy environment, this year only 17.5% did, a plunge of 28.8 percentage points. This abrupt change in
view was most likely due to heightened political and consumer sensitivities around retail supply chains.

The manufacturing and services sectors had rosier views, with 38.2% noting improvement and 39.1% of services companies re-
porting the same.

Education and training industry members were among the more dissatisfied, as 62.5% believed that the policy and regulatory en-
vironment had worsened, versus 55.6% last year. Tight restrictions on foreign teaching staff returning to China from overseas fol-
lowing Covid undoubtedly contributed to the fall. So too the proposed changes to preferential individual income tax (lIT) treatment,
which will drastically change the cost structure for international schools operating here. China’s recent crackdown on for-profit ed-
ucation companies will add to member concerns that the regulatory environment is deteriorating, particularly for any firm providing
services to school-age children.

Conversely, 70.4% of bankers, financiers and insurers said the regulatory environment had improved, versus 52.9% in 2020. Fol-
lowing significant policy changes that began in 2019, several foreign fund managers and investment banks have taken majority
ownership of their local operations or entered the market as wholly owned investment firms. These relatively smooth transitions
likely contributed to the improved sentiment. Positive public messaging from China’s senior leadership about a more open-armed
approach to Western financial companies in China also helped.

Fig. 31: In the past few years, government policies and regulations toward foreign
companies have:

® Worsened ® Remained the same ® |mproved
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63% 65% 70% o 50% 63%
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-° I 10% 13% I -22% 19% 449, I 18% go, ﬂl 1o e
Retail and Consumer Automotive Banking, Finance and Agriculture and Food Non-consumer Chemicals
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Pharmaceuticals, Technology Hardware, Logistics, Management Industrial Education and
Medical Devices, Life Software and Services Transportation, Consulting Manufacturing Training
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I Alopsided field

The percentage of respondents that believed China’s government treated foreign and local companies equally slipped this year to
41.7%, against 43.9% last year. The number of companies that believed government policy strongly favored local companies was
14.2%, a level last seen in 2018 and 2019. Bias toward local companies was felt most in the services sector (57%), followed by
manufacturing at 46.5%, 8.2 percentage points more than last year. China’s continued unwillingness to permit Western law firms to
practice on an equal footing with Chinese firms is a prime example of such inequity.

Industries that most encountered some or strong favoritism toward local companies included technology hardware, software and

services (75%), pharmaceuticals, medical devices and life sciences (69.6%) and automotive (69.5%). In the industrial manufactur-
ing industry, 57.1% agreed that China’s government treated foreign and local firms equally.

Fig. 32: Chinese government policy toward your industry

@ Strong favoritism toward local companies @ Some favoritism toward local companies @ Foreign and local companies treated equally
@ Some favoritism toward foreign companies ~ @ Strong favoritism toward foreign companies

2021 14% 36% 42% 6% 2%
2020 11% 36% 44% 8% 1%
2019 14% 37% 40% % 3%
2018 14% 41% 34% 8% 3%
2017 17% 39% 33% 9% 2%

I Progress on regulatory challenges reverses

Over the past several years companies have reported improvements in regulatory challenges across seven measures, a pat-
tern that continued in 2019 and 2020. But this year, that trend reversed across six out of seven sectors. Lack of IP protection
and enforcement was the only gauge that registered an improvement (1.2 percentage points).

The reversal was most pronounced in data localization and other cybersecurity requirements, where 49.7% of companies
said regulatory challenges were a hindrance versus 44.9% in 2020. This may be an acknowledgement of the costs and com-
plexity of complying with China’s new data protection environment and the impact on business efficiency. More companies
also determined that investment restrictions were a hindrance (28.3%), against 23.1% in 2020. The limited impact of the For-
eign Investment Law, which came into effect in 2020, could be a contributing factor.

Only 7.4% of the banking, finance and insurance industry considered investment restrictions to be a serious regulatory hin-
drance. However, 59.3% of the industry described investment restrictions as some hindrance, higher than any other industry.
This could be because the market is progressively opening to foreign institutions, but at a slower pace than in other indus-
tries.

Member dissatisfaction with the regulatory environment was starkest when asked about lack of IPR protection and enforce-
ment. Over a quarter (26.1%) of pharmaceuticals, medical devices and life sciences members called it a serious hindrance,
and 34.8% described it as causing some hindrance. Other industries that believed IPR protection and enforcement to be ei-
ther of some hinderance or significant hinderance were automotive (60.9%) and chemicals (57.9%).
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Fig. 33: To what extent do the following regulatory challenges hinder your business?

® Nohindrance @ Some hindrance @ Serious hindrance

Lack of IPR protection and enforcement

Data localization and other cybersecurity
requirements

Procurement practices favoring domestic
competitors

Obtaining required licenses

Lack of impartial civil and judicial remedies
for business disputes

Tax administration

Investment restrictions

This has been a year of requlatory churn, affecting foreign and domestic companies alike. Whether new policies on data
privacy, stock market listings, investment in the education sector, domestic procurement, gaming or cloud computing,
many of these new rules have been sudden and with a major impact on business. It has not been easy for foreign compa-
nies to keep up with the changes and adjust their operations accordingly. Regulatory uncertainty does drive companies to
consultancies for support, but this isn't how consultancies hope to grow their business. ()C)

- Senior executive at a government relations consultancy

I Transparency obscured

In 2020, 51.4% of companies called the regulatory environ-  Fig. 34: Transparency, by sector
ment transparent, a 9.5 percentage point increase over 2019.

This year, that number dropped to 46.7%. Meanwhile, 34.3%
of companies reported that the regulatory environment was
not transparent, but did not hinder business. Almost a fifth of
companies (18.9%) believed the regulatory environment to be
both not transparent and a hindrance to business, similar to

last year’s 18.2%. @
The retail sector saw a notable drop in reported transparency, @ @
0

down 13.5 percentage points to 47.5%. The services sector

was unhappier still, with just 34.4% calling it transparent, 4.1 @
percentage points less than in 2020.

Time in China and transparency are strongly correlat-
ed—50.3% of companies with tenure of at least 20 years
described the regulatory environment as transparent, versus

35.3% of companies here for 2-5 years. 2020 2021 2020 2021 2020 2021

Retail Manufacturing Services
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# Dual circulation: waiting and watching

China’s dual circulation policy has sparked various reactions
from foreign businesses. Some see it as evidence of China’s
desire to be self-reliant, with little future for foreign manufac-
tured goods. A more generous interpretation is that foreign
manufactured products will be welcome in China if they are
manufactured here. A third view is that dual circulation is pri-
marily an effort to raise consumption and pivot away from ex-
ports, a logical next step in China’s economic development.

The highest percentage of respondents (42.3%) said it is too
early to tell if dual circulation will impact their revenues. Far
more companies (30.2%) thought the policy will be revenue
positive than revenue negative (6.2%), arguably an indication
that any boost to domestic demand is likely to be beneficial.
Another 21.3% predicted dual circulation will have no impact
on revenues. The industry that most viewed dual circulation
as revenue negative was technology hardware, software and
services (25%), closely followed by non-consumer electronics
(20%). Given that Chinese policy already encourages domes-
tic firms, where possible, to use indigenous technologies over

Fig. 35: What impact will China’s ‘dual
circulation’ policy have on your revenues?

® Too early to tell

® Positive impact on
revenues

® Noimpact on revenues

@ Negative impact on
revenues

foreign applications, foreign tech firms know that dual circulation will only accelerate that process.

On the contrary, 57.9% of the chemical industry indicated that dual circulation will be revenue positive. Infrastructure upgrades
and the growth of the domestic electronics sector, particularly electronics for auto parts, are two areas that require large
amounts of chemicals, perhaps explaining the industry’s optimism. Exactly half of companies in healthcare and hospital servic-

es also see dual circulation as revenue positive.

AUTOMOTIVE

The surge in passenger automobile sales that began in the late
spring of 2020 carried into December, boosting both automakers
and their suppliers. Demand was driven by a release of post-Covid
lockdown spending power and government and auto dealer incen-
tives. Monthly sales topped out in December 2020, but year-on-
year growth remained relatively robust until April 2021, when growth
slowed. What the decelerating growth masked, however, was an
encouraging subtext: sales of new energy vehicles rose much faster
than the overall market, hitting almost 14% of new cars sales in July
2021. Some auto industry analysts believe that figure could reach
20% by 2022, ahead of the government’s 2025 target.

As our automotive industry members contemplate the future in
China, many are positive. China is the number one investment
destination for 17.4% of auto firms. But a hurdle both automakers
and industry suppliers face is the transition to electric, especially
as many Chinese startups enter the market, unburdened by legacy
petrol-based engineering thinking. Traditional Chinese automakers
are far ahead in their electrification plans due to their learned re-
sponsiveness to China government policies. Interestingly, 65.1% of
our automotive members believe that their Chinese competitors are
swifter to market, and an equal number believe that Chinese auto
companies produce lower quality products.

Competition from local manufacturers will come in many forms.
Chinese new energy vehicle (NEV) startups see cars as consumer
goods and are eschewing traditional dealership networks to sell
directly to consumers. A recent auto industry survey showed that
71% of Chinese consumers would willingly buy a car online, versus
42% of Americans. The new Chinese NEV manufacturers, while in
their infancy, are integrating technologies into their vehicles from
the outset, rather than layering technology atop existing systems.
Non-Chinese manufacturers will need to excel at rapidly integrating
new technologies to stay ahead of their domestic peers. This year’s
chip shortage also means that auto companies here — domestic or
foreign — may need to invest in more proactively managing chip sup-
ply chains.

In 2020 when Covid impacted auto sales in the early part of the year,
39.1% of auto firms decreased their investment. This year none
are cutting investment, though 26.1% of companies are redirecting
investments originally planned for China elsewhere, with Southeast
Asia the most popular location. Conversely, the primary impetus for
companies that are investing more is China’s market growth poten-
tial. Even though NEVs offer lower margins than combustion engine
vehicles, the sales volumes are bewitching. However bumpy the
road ahead, few will turn back.
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US-CHINA
ENVIRONMENT

I Export controls and trade barriers Fig. 36: Companies increasing investment in
China due to US government export controls

In the past few years, the US has imposed trade barriers and or trade barriers, by industry

export controls on a wide variety of goods sold in or to Chi-

na. Of the 44.7% of members that reported being impacted

by these restrictions, 78.8% are not increasing their invest-

ment in China in response, while 21.2% said they are. 1 8 60/0
| ]

Among companies in the pharmaceuticals, medical devic- Industrial
es and life sciences industry, 60.9% deemed this question

% Manufacturing
inapplicable. Meanwhile, 26.1% of pharmaceuticals, med- -

ical devices and life sciences companies said that they

were increasing investment in China in response to trade Chemicals
barriers and export controls, as did 26.1% of chemical 0/0
companies and 18.6% of industrial manufacturers. -
L 10 0% Pharmaceuticals, Medical
I Consumer boycotts not a significant e devices, Life sciences
. sector
threat Electronics

The complexity of foreign nations’ relations with China has led to

long-lasting and damaging boycotts of popular foreign brands.

Yet only 4.7% of companies said that the threat of boycotts in China caused them to reduce planned investments in the
country. Far more companies (42.3%) reported no change in investment plans, while 52.7% said that boycotts were inap-
plicable to their business.

In only a few industries did more than 10% of companies reduce planned investment in response to Chinese consumer
boycotts, including logistics, transportation, warehousing and distribution (16.7%), retail and consumer (13.3%) and chem-
icals (10.5%).

Likewise, 38.5% of companies reported no change in their China investment plans due to threats of US consumer boy-

cotts over their presence in China. Exactly 4.4% percent of companies said they would reduce investments, while 57.1%
of companies said the issue was inapplicable.

Fig. 37: How has the threat of consumer boycotts impacted your China investment plans?

©® Notapplicable ~ ® No change to prior investment plans @ Reduced planned investment @ Increased planned investment

Consumer boycotts in China

Consumer boycotts in the US

Respondents in only two major industries trimmed planned investment in China due to US consumer boycotts: technology
hardware, software and services (10%) and retail and consumer (10%). Consumer retail companies’ concerns in either
country are reasonable given their public exposure and greater online presence versus other industries.
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B Ambivalence toward a new
administration: companies biding
their time

Asked if a change in US administration had impacted their
investment strategy in China, just over half of companies
(53.5%) to which this is applicable reported no change
in their strategy, while 27.2% don’t know yet what, if any,
changes they’ll make.

Industries in which the greatest percentage of respondents
are increasing their investment included healthcare and
hospital services (33.3%), pharmaceuticals, medical devic-
es and life sciences (19%) and real estate, engineering and
construction (16.7.%). Conversely, 11.1% of non-consumer
electronics firms were cutting investment.

Fig. 38: Has the change in the US presidential
administration caused your company to:

® No change
® Don't know yet

® Commence, continue,
or consider a China
de-risking strategy

@ |ncrease investment in
China

® Resume previously
paused investment or
activities in China

@ Reduce investment in
China

@ Cancel investment in
China

While the construction market remains very active, a significant proportion of the work is in the public sector, which is dif-
ficult for many foreign firms to enter. That said, a number of private sectors are continuing to flourish, including logistics
and data centers. We see little direct impact of geopolitics on day-to-day business and a number of clients appear to be
sidestepping some of the related challenges and doubling down on their China investments - so taking the ‘in China, for

China’ approach. ()C)

- Country general manager of a contruction project management firm

B Talent troubles

Many companies are feeling the impact of US-China tensions when hiring local staff. More than a quarter (26.3%) of re-
spondents said that poor bilateral relations were negatively impacting their ability to retain local staff. Non-consumer elec-
tronics companies (60%) and healthcare and hospital services companies (66.7%) were among the most affected industries.
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TALENT AND
MOBILITY

I Losing out to local firms

A belief that Chinese companies offer better compensation and career advancement has made it more difficult to retain local
staff. Some 54.9% of respondents said that near-term and potential compensation at local firms was luring away Chinese tal-
ent, while 59.6% agreed that Chinese workers were opting for local firms to seek better “personal career advancement.”

Fig. 39: Factors that are drawing away local talent from foreign firms
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- Personal career Company growth 1 6%
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%
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Better access
to leading-edge
technologies

Near-term and potential Patriotism
compensation

As domestic companies embrace and develop cutting-edge technologies in areas like electric vehicles, autonomous driving and
fintech, over a quarter of respondents from the automotive industry (26.1%) and banking and financial services industry (29.6%) are
losing local talent because potential employees believe local firms offer better access to leading-edge technologies. Faster product
speed-to-market and localized decision making also add to the allure of employment at domestic companies, suggest observers.

I An empty boarding gate

Only 29.3% of respondents had no problem attracting and retaining foreign talent. More than half of companies (53.4%) said
Covid-related travel restrictions hurt this ability, as tight border controls hindered many foreigners from easily entering China
or bringing their families. More than a third (36.5%) of respondents said that hiring foreign staff was impeded by rising living
costs in China. A similar percentage (35.6%) cited personal income tax policies, which include the expected cancellation of
non-taxable allowances for foreign employees.

Fig. 40: . o
R f B Covid-related travel restrictions 53%
easons for W Rising living costs 37%

difficulty in M Personal income tax policies 36%
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l Covid travel restrictions cause pain

Nearly half (45.1%) of respondents said Covid-related restrictions negatively impacted their operations, while 35.9% said
it impacted their staffing and 33.8% said it hurt revenues.

All education and training companies, which rely heavily on foreign staff, reported a negative impact from travel restric-
tions, including 75% that lost revenues and 62.5% that suffered staffing issues. On the other hand, 70% of non-consumer
electronics companies reported no negative impact from the restrictions, although 30% said it hurt profits. More non-con-
sumer electronics firms use an in China, for China business strategy, and their greater local staff numbers make them less
prone to the consequences of border restrictions.

Fig. 41: Impact of Covid-related travel restrictions on business, by industry
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EDUCATION AND TRAINING

For our education and training members, 2021 has been a difficult
year. Inbound travel restrictions due to Covid have proven especially
difficult for international schools, as they were last year, with bureau-
cratic hurdles causing many existing and new staff to delay their
entry to China or not come at all. Many foreign teachers repatriated
this past summer, and more are projected to do so next year due to
re-entry travel restrictions for them and their dependents. Moreover,
dependents of new foreign employees have not been allowed to en-
ter China causing enrollment pressures at international schools. The
proposed end to preferential individual income tax (IIT) treatment for
expatriates will negatively impact international schools’ cost struc-
tures and employee retention rates.

As most AmCham member training companies focus on executive
education, they should be relatively unaffected by China’s late
July 2021 “double reduction” crackdown on the after-school-train-
ing sector. However, there are concerns that the clampdown has
broader implications and may ripple into the adult training industry.
International schools and the venture capitalists behind many of
them will be hesitant to keep investing in China until they have
clarity on what they can teach. News that overseas-based foreign

teachers can no longer instruct Chinese children online in some
languages has also unsettled respondents.

Our education and training members were surveyed before the regula-
tory crackdown, and three-quarters said that they planned to increase
headcount in 2021. The same number (75%) also expected more
revenues in 2021 than 2020. Like many other sectors, the growth po-
tential of the China market have lured them to keep investing. Exactly
50% expected to invest more in 2021 than 2020. Yet there were con-
siderable misgivings about the regulatory environment.

For example, 75% of education and training members believed the
commercial environment to be untransparent and a hindrance to busi-
ness. And 62.5% of companies thought that the policy and regulatory
environment had worsened, versus 55.6% in 2020. Given recent
events, next year’s reading could be equally or — more — dim.

For foreign universities with campuses in China, however, the future
still looks profitable. Enrollments are healthy and the more prestigious
institutions appear — so far — to be insulated from the regulatory turbu-
lence that is buffeting other areas in the education and training sphere.
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LOOKING
AHEAD

I Looking forward: Companies remain optimistic about improving US-China relations

Though negative headlines still dominate, 54.7% of companies predict that improving bilateral relations will most benefit
their industry in the next three to five years. Other predicted benefits included the growth of the consumer market (50.9%)
and innovations in technology (39.3%). Fewer companies were confident in the benefits of regulatory reforms, with 21%
listing improved IP enforcement, 19.8% citing improved economic and financial reforms and 17.2% citing strengthened le-

gal institutions.

Fig. 42: 3-5 year tailwinds: Factors companies believe will benefit their businesses
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Some 69.2% of real estate, engineering and construction services companies selected urbanization as a future benefit. Con-
crete efforts to accelerate urbanization, solidified in China’s 14th Five Year Plan, will only help, and many multinationals have
already made the new city clusters the focus of their business efforts. While the Biden administration remains silent on the
removal of tariffs, 40% of industrial manufacturers, as well as 40% of non-consumer electronics and 39.1% of automotive
companies hope that a removal or reduction in tariffs will benefit them in the next three to five years.

B Domestic competitor concerns

More than two-thirds (65.7%) of members cited domestic
competition as a top challenge, followed by US-China ten-
sions at 60.1% and increasing labor costs at 45.6%. Amid
continued distrust between the US and China over the threat
of technology decoupling, almost all non-consumer elec-
tronics (90%) and many technology, hardware, software and
services companies (85%) listed US-China tensions as a top
concern.

Surveyed shortly before a major regulatory crackdown on
the country’s education and tutoring industry, more than
half (62.5%) of education and training companies said they
were concerned about an unpredictable regulatory environ-
ment. Over half of banking and financial services companies
(55.6%) also listed this as a challenge, against a backdrop
of rapid change in China’s tolerance for foreign stock ex-
change listings of domestic companies.

Fig. 43: Over the next 3-5 years, what do you
expect to be the top three challenges facing
your company in China?
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SURVEY I I
DEMOGRAPHICS

338 AmCham Shanghai member companies participated.
83.7% of member companies have been in China 10+ years.
17.8% of respondents have over 2,000 China-based employees. 20.1% have 501-2000 China-based employees.

28.7% of members have global revenue in excess of $5 billion. A further 21.6% have global revenue of $1 billion to $5
billion.

19.1% of respondents expect their 2021 China revenue to exceed $500 million. Another 22.5% of respondents expect
2021 China revenue of $100 million to $500 million.

15.7% of respondents derive more than 50% of their revenue from China, and 26.9% of respondents make 11-30% of
their revenue in China.

The industries with the greatest number of survey participants included industrial manufacturing (70), retail and consum-
er (30), banking, finance and insurance (27), automotive (23), pharmaceuticals, medical devices and life sciences (23),
management consulting (21), technology, hardware, software and services (20) and chemicals (19).

AmCham Shanghai 2021 China Business Report 1 33



Since 1915

AM

pw

SHANGHAI

ﬂ [ 1] ”

2 4

. bExEms

PEEEBAWRAESE " EERUZE"  RETAMRAESEANER
CBRZ—. BERATIINE  BERE=ZRRUTEERIMIZEBTZ. £
C A—REBAME., PUNBLVAR , LEXEFTSHNTERRIEER ,
: TR, RECWAEENEHRE.

LEBXEBSNEHESHEIRMERENBHZSERERS  BERIFR
XBRFENHIVERSRR  ALRNOANEEUREFHEXRNIE
D HRHZFSRE.

FBEE®ESEAMIE - www.amcham-shanghai.org,

B - RRASRAS

 EEKERR CRRESEE , SRS NeLES. RISHRN
 WERIRNEBRISSAERMEK , SRBiI28.458RT , BAFES
it BERMESTHREMERENRS. SeKERIETEKERNSR/S
R AEKE RS RS B R AOR LR, 5 ER S www.pwe.com/structure,

BROKETERM. F8MHXER X RGRTESMEREEIDME

. BAMES , RIEE#EIZ20,000A , EHSIFEES00FE KA.

ZEEFBEML  SXRXKEHRREMBHTLERN. RNXLSLHF
LB, BERRNTVHANERTSEHEL, #BUEFABRUWSHEE , KIEF
BRENEB. HONTLELKEHTREAKENREHLABREE.

 BRMSHTUTES : b3, £8. &5, M. X2, AE. ¥E. &
B BN, AR, AR, SE. HM. EH. B KB, RN TR
CEK. K. BB EID. ML RYL ORI, B0, 38, =M.

FHEZER , BERBEAMAML © www.pwcen.com

P EEERASEHABEREAMESSHRBEIENSRIURIE
P HERENNEUSE RS,

RGBS : EEE. Kate Magil, kK&

25 HB. IR, RERE. K

D IREEEKE - RE%. &k, BRL&E. JanNicholas, HEHRF

: &3t : Mickey Zhou (Snap Printing)



L BEERSNEF

EBEXERSFE (FERLFRIAE) 6T 1999 F, ERFERAERREECVARNBVAESHATMBZ—, &2
RRT LEXEBSEREUSEEELENFELRRERLME. Fit, HMERFAEMENGFAFEEKERT
i, HEERRESHRAEURAZESRNDZEZTRRARNE ZEWAREE!

FRFEARTF 2021 F 6 A15SHETA 15 B, HitlEITRE 33 REARUMEIE, BERBERETEE LS.
BEItH. AETHRSE. BEARTER. BEEFUKRFE, HSMAEAE (ESG) HRE-—RIEREH. A,
FIRET PR T EREUNBEZENIRS BEFRHERZ,

FEFTERIEENITERE, FESFE 2020 F THEF5 2021 F EFFEMRINMEHMLIRTT, AMEIFE—LLET
ZKFERTNEREFMER, —EARTHNEFEREEEMEETRFIKT, BR7TBMNMNEEDLSHAKSIFHRTIES
Mo RS, BIHHNETAD. HENUNEMBEF~REESHFER, BESHBHOKRS+2IER,

EAMRETEERFY, PELFEZF —EEELZIIINIRRNE M —AFNEEREREFR B RIESHEERNNE
%, EFaNIREUNANEARTIRAEED. WRREFEEVSHNRMEBEREEEXZFRZHFIRRIRIKT;
4k 2020 ERN2FEWHEBIREE, 113 2021 ERNEWRREMNENRM—IE B MNE RREX—RIRIE%E,

BATIRFEBRK, BRE, SEMIRFNRPURANEEVFEFESTRETANEBRFRNERFH—T N
o BELERARMW (W EFERSITL) BELTANNREHREZS, WANEETENTERBEHS.

ZATWEEBEXFPERMARRNEN. BHNDEHERTEER “TEX" , EFRTSINNE, HNEEERMERAIEEE M.
Hitt, HMNABHFHARBRERSAZ —BATNARGNIIMERSALRBRTERFERNER, & (R) £i#T
FHAE 1T, HR, URABHFHEXBRATSTEMELELFTEDNARNKERITR (R) £, HHRXEHEKIEAR
fil, SIEERREURBINA RELFEHESZEAEBIRIE,

RIEARE LM ZBENNE, FEEEBFONESEMNHEAR LEEAHE, ERERRBEANRKRNAET. B4
SREWIER, BERANEEENABRAEREREFHNXAFRIFAENZNIR, EUAHFFENSENERX—
o AEEMNA0FE, XPEASENRRAFENRENARTERT FEIEENTIEMNE, & “RHEIEL" WRTZL,
RSITHRXBZIRAZHEERR,

HITEREL, FREELABFIIAEBUTRELR, APHECERAZPFREBFULER T SHEERHRELEEZEN
BEX &R

ER FEX

LtEXEBRSERE EBEXEBSEK



B2

* XELBETUNEFPIE S BAXFXRRAEK, REFLEUHNTSFENFLEN, BESHERRUNABLHT
PENHNRKES, HitSAET KAEEZEME. ESENRERET, RHELUNRRITREBH FUSE,
BREZBEUERBEZEHRAT IS RE, AEETR, BABHREMATEERN, REITL AL,

* WRIRAEFHELUSZHIROFEMBELEED: SFNREBREDR, WRREFELWSFRRT TR H “BARW
BZIH Rk EEFIERE 77.9%, EFAE 2015-2018 FiEpykF, FEE, 1% 9.8% MRiFEWRR “IEM” , #2020
FRAL (18.5%) BEETH; @E 2019 F, XFRZHFRMIIN, HHEEE 21.1%. IM=KIT LK, 85%
MEEWRHENRER R H “BRARW ; EREWMRS AL D517 79.4% 1 73.4%.

* 2020 FRUEBFRIMEITM: BEHIEET, 77.1% BRIHEWE 2020 FXMBHN — BRRKIEEKFE, B
BImmiaf. EERCIMIFEREFTUNRBEWIINNERN; HR. EFEMSERRZTIH, 87% HF
B SEMBER, HR 13% NEWKIAKZ T, Do2Z2—0YR. sh. eES59HTILEIRRE 2020 FK
FSH; B7F 2019 F8, 2T eERERF,

* 2021 FFITEMEWBIL KB LGRS R Fit 2021 EFLMEWRFEEKNZIHEWELFIEL 82.8%, hE
ATEHRAZFHREZANKT, WEWEKBFTERSHTILEKRN: R, EFSMSEHGRT (91.3%) |
A% (91.3%) .« FEHZEEF (90%) FITILHIE (88.6%) o

* BREEBA—FE, EAHLREMRIMERES: I+ (59.5%) MRPEURT, H 2021 FNRBAMRBEIT X
FNAE, RE—FFALRST 309 1TMEDR, #iA 2018 FRZHFHRERMILLA (62%) . EEE, 104 RZ
W RT 2021 FiHRIBDEERE—HS, 47.1% OR[N RTIET HF N EH RS BERTHE NS,
5H 33.7% WRIFEINRTEREZBHIF M.

o RUWEMARBXER, MKESGIRENE: RELERET, ERETLY, BINFUANZER ESC BIENEN
EZBSHREXNIE, RBTEL—HRESELES58SME (48.5%) . FHill5XRE (48.5%) URElERE /A
2 (43.2%) MARK=FMN ESGC TIFNER M,

o SAFESHILRPE, TEEFEXE: ERAEEEHTEFHENRIHEWH, 72% NELRTEEERK=ZFAR
ErEMEHPENITR. EHER 28% BARBEFITHINELZH, NERK (1.6%) RIITEERK=ZFRNE
BeBErESE. EREENE, REEMEUAREREFETEXENITR,

o FIBWRAFEEM, HMECWBEAFEME: 54.9% WRIFEWRE, ALEWIREE R MBI G5 HiE
RNENZEVHEIREEEATREBEANEERE. 59.6% NRiHEWIAN, PERIEEAXATENVEANTIRES
B “BRIVEFA” Nl . 26.3% BWAREE, ZPXALKNMNKSINBELMETHENTET AERH.

* ANREBRERBHAANZRERSEEFERML: BIFEH (53.4%) WRFEWER, BETHARBIRERR
AR F ARSI FRBEBIING . EFE (45.1%) RIFEWRTHNRRENEWIZEER T AERIE; 35.9%
MRHE WIS HXLEREEARTHERMER T ERM; 15 33.8% NRIFELNRTEERBRE T Ei&,

s LEZHERRH—IRE, BEXBARHELRTZFEZWMUSHR: ZFNFETREET, 51.4% BWZHEIIA
NEEWREZER, RAI—FLAT IS MTEIR. $F, X—HIEREE 46.7%., BE, 34.3% NEWRTRER
BIMEREZER, BXUVSHREZEERR .

o XERWHSBEPETY: SRANSHRAREZTEEBRETERTHRN —IK 163 RRTEBE~TER
FESUSERNZIHEWIN—EERN 174 REdd, 23.6% NRFHEUVRTLRESIRERBEEER TR
ABIIR; BENTHNEIVNEEEER: ERXANTHEN (61.5%) « BALEA (33.9%) UKRERESR
MRS (25.9%)
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I &4k 2020 FAbGRIVEFIHA

SHEEERN, TEEAFE2020E  ERLEEREDN

FREGRATR 22 . HEH

RN E, 77.1% N iH W ERE o EYuEK o Z=F| o ElFEEREK
EETMT R, BEEBIEHE

T, SEERERE U Raan 0%

EMARE, WHHTRELFRE .,

HIBRIE S Fo P = AT, 84.7% 7%
BSIEL R UIRERF— T B g

URNE TEFNEENRAR; =

EWVRMWFEE, NT0%HNEERE 60%

2020 FEMBEBF], K 2019 F£FLE
(85.4%) ; ARSIA, RE 2020 F 50% 50%
BRI S 68%, BETF 2019 43%

FEFEIL (65.4%) o 40%

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

EMERITL, 2ECITMNIEEZE

BFITWHRIHELIYLIEF,

FHm. EFSEmSEaiFETLd, 87% NEIikEREF, Hi (13%) BUSSMESFE. HE%rITlEhEdlk, X
10% MR IF IR 2020 FLH T 5. A, TR, Th. ESHBETWAALHEE 25% NEIVEZRSH, &
2019 Fizl 2 AR BFRRRSHEER T —RBSEMIEERARYIRA D EAXNRD BB IRENYIREISEHRT
TNBIRIE, FEE. TIESENARSITILE 2020 ERERHPEHRA, 30.8% M ARIAEWERHT 5o

I EWFRETIVREEF—LEZHERSETZNEREN, URTHERR. BN, HFmEOEEREs T HIT
WA Mg EIRE o

1 EWSCIETHE K

2020 FEMEWIEKAIBAVEEH (49.7%) 3% 2019 FFEEL (62%) WHIMEKE. A, EEFHBPERESP, X 32.5% ik
AFRME 2020 FOEWEEHEAMER, FEEVHSRERERRIMNBE ST, FERERNERZ—NANEFH
BREEAZY, BIHRMEERELES, BTRETEBENMERENIZETS R SE ST,

Ex2: £V HFEEWENR

HEK>50%
1#411-50%
1 1-10%
B
TiE1-10%
TE>10%
&R

2011 2012 2013 2015 2018 2019 2021
2017 ERZFIMEEHIETEEZET T THEREL
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2rRiEEm, FORUEREMKDRAEFRTITREDR, AIEE T HBENREBRX~mS BIEEFERENARERT K,
HItt, 80% BYIRHERLBFEIIRSE 2020 EEWIE KK FREFESHASTATSIN E—ERIEKRMEEGHITILE R
58 (90.9% BRI RS T FEEWHFHRLIERK) . REBAMRSZEKNOTME, BEXSNET 2020 EFMAEY
TERNERKTE, ER~mSRaM BRI LXK, ARMMNTUNRIAREREVHERT ANERNE, FiY, R
ERLNERITEFERDNEIIEZH, BEELERZT, FANTFEERS@RBRWEERD T R=XENBHRFR.

B 3 : 2020 FEEEIB/IMEER IV EREINE T

kS ERFEEUHIE
©ZF 5000 5000 /7 - 1 _ _ - -~
fis7 sllos H-1M2 1) 015z | 50110225t | 10-50 z25% | xF 50 12225
%t E
BHEE 9.0% 12.5% 20.8% 17.9% 13.9% 25.8%
&7 47.8% 58.3% 50.0% 60.7% 73.6% 61.9%
sz 1 17.9% 20.8% 16.7% 10.7% 5.6% 6.2%

1 ElFlERRINSE

LK 2020 FELEEWFERKRZ 2019 FHRIMEY, 21.5% WZHEWRFEEWFALEIIMT 11% U ENFEEEK,
TURI SRR (63.6%) « kT (47.4%) REFTS5EE (33.3%) FTUWARKR—AIR=ENELHEARISERIT
AWEYFERRARME T B, 2ERIFEAF, 55 21.5% KIMT 1-10% RIFEKIE.

5tkEeY, 30.2% RS T FEERTE. WK, S, eESSHETULSERAST, R 50% NI T FEET
BB IBMEYREE (MEEEHE (Air Cargo News) ) RiE, AT MABPESERERKESIEMIIER, 2020
F ¥ FEREEBINMNTSEEETREERPNAFAT 136%—FINBRUTERMANEHBSHAZ NS BHNEE. EEE
Wik, MEEERERMERNTEHSEERARYE, REMANELFEEEME.

1 fTIbiesE

e 2019 E2020 &Fia] (FARE) , 41.7% B9¥R. Thi. CESHEEWIREEFIESNEWER; ELFERTE
B9tk & 50%.

o 38.5% Ky, TESENRSEUREEHEIIARSMERIER; EWFERTBRIE S 30.8%.

o 47.6% MEESZHEIIREHFUIIEEMERILK; ELFERTEIEI S 38%,

* IR E BB BN T EE RN e — L, FEEHEEAE (]) F 100% 89150187,
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12021 F2FERIFRERE

82.2% KIZiF AL FITE 2021 EEWIBREE ER 4: it 2021 FEESWSSIMNE M TI SEE
LINE K — RMERIEEXFRZ L FRIBIK
F, BIANRMIBELERE, EXZHTIVERE

BHREEEMEEERSEE Sk, angs Bl 2020 FHEEENS ATt 2021 FHEEE
S, BRAELHESR. EFEMSEnR 2019 FAELLBRIENK? 122020 FARFHELLEFRE
SATWAES AT, BT —EELE (91.3%) w?

PR 2021 FERFEKEL. 90%
BT A T AR 88.6% B9 T LIS Ak
CREESFERBBTFEF. WFRENESR
Wk, PETHNR—AFENELEL,
BERS I SRR A BN T IS AR 1T
A% R 50%

FAEBTEY 5K B CTE#TBEIR T2 SN BI AR
El, TitRIINEHAE L EIEEERRSSEH
RAEERBITE Fo KL EIAIZFRIE
ABH, BEINAERE—HKIEEIESZ
tbiBo TEIVE, FtERKILTAA, #HiT
BIRTBE TR ZE FZ aa LA AN 2 22 B 5 — K BIZH
AEmFE, FIRAEKAIFEEERNK

10%

82%

17%

9%

4% EiZ%
1%

JEE 80 FEZ A B —LEEL I~ G, OO 2020 %% 2019 2021 5% 2020*
® 1K >50% ® 18K 21-50% ® 8K 11-20%
— R T FER I SEE ® 1 1-10% T T58 1-10%
® T8 11-20% ® T3E21-50% ® T8 >50%
® REM

2%

*2021 3% 2020 #IEFEE “TEA” #EW

BE&R 5: 2021 FIAFHAE WIS KB SEERERTTIL:
B 5= ErsusEons 91.3%
o = 91.3%
T ewmns 90.0%
N Tuwsls 88.6%
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I RERBFEENSRIR—R A

HERB TS ERENRSE, SHEUSTFREAEEENS
WETSTHETFESEME T FM. 77.9% HZiFRAITH
FEEIVSHSFRNHBARTMHNESE, ik 2015-2018 £
EEIRE KT (80%) o S, X 9.8% Mzl Sais
AR — b EETE 2019 5 2020 EEF R Z P FE. Fbx%
RIEEKSERT, 9500 18.5% & 21.1%. NIM=AIT V4TS,
SEFTUMNESRSNESE, 85% Wk AEEENS
HSFRMNBBAFTMNSE, Fkbhsd (79.4%) FRS
Ak (73.4%) o

E®6: ARAEFHEEISFHR

® R ® LLEREW o it ® &M

2021 39% 39% 12%  10%
2020 23% 36% 23% 18%
2019 25% 36% 18% 21%

7%
2018 45% 35% 13%

6%
2017 39% 41% 13%

1 EUEEEWE KRG KEM T

B® 7. RR=FAFEIFELSTAEWIEK
52K SKFLLER

® BEST (11% L)
® T

® BT (1-10%)

@ iFE ® RiERB

1 “URHE, RSFER"

EAEEOERIN THES 2 XKEMHHEERIE RN
FUEAZ R AT I —BE, 69.7% MRIFE W KRR =2 HF
W, EEEEREKFEEBXEMTE; IANHEHEEER
BB RTF2XHIZKEEIN S 10.2% BIELH,

REFRR = AFREEEWERRT (BeKkAEMTH7
KF 11% R L) BT D3R EFSBE (66.7%) .
KT (57.9%) UKk#m. EfFS#ms5EHESE (56.5%) o
A, BEEMERTERMRNMEEENER, EFT
kAR BIERETZENREZE —8EETRITAN R
RRUAR R = R % 8 O BT B mpvE %, EHEITE
BEERESINEMBATLROZIST, BFHITR
BT BER L EmBIRTI R HERT F 2B,

FHFESEL BN ASFIINRSES, XE 23% NEES
WTEWTITEEEERERKEE DB REMTT
B9 11% Ll L, REATRIHNZSEMENEENE SRR R
IMESSFR, 25% BERIRS BT REEEERIEKEREH
FHEMMZHRR, A, ZTLRREE 50% BvRiHEILIA
AEALEEWIR BB L2 IKEWIEKAEY 1-10%.

17.2%
HE
E* 8: I FERIELEFI °
BEERE? 12.4%
#OFESARE
e,
6.8%
ERE R ERFHE SN
BEERENER (BS) 52.7%
o ERERNTE
TiHE R R
10.9% Wi (BRS)
ERERNEETG LR R

B (fRs3)
o,
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1 2020 FEEIeERUE T

MERBEEEERSIEREN. ALk, ®IkTE 2020 FRSEKREEMRT 2019 FKFRBINAFR ZH. 2020 F, 1% 39.3%
BRIFEAWIEINT EERE, 2019 FALLTET I MEDR. ZEMWMN LIKRIRME, 2020 FlAy KIREMER Bk
fiEENERIYSERITI (72.7%) . AT, EESHETIY KRHEEIEEH] (36.7%) MER2019FTET 0 MBS R—

EEFSFERVNNTEHEFITESREURANNRTNREZ—; BN, FEEFEFERFEOHARKRKERRZER
BANEWRDHNE EZRET G, IFFTECVNEETHHTRASELEVRSFMERRL, WAEESEEWBEHEERE

AR — M REH
B®R9: fEEiRAES

® T ® RELK

® 1EK 1-15%

2018 2019

1 2021 e BEREETIEK

ASENRESR, REPRZFHUREEEIKSENBEE
®, AR T EERE. SF, A TERTH
HPEHZHNED. KBS (59.5%) ZipdllFiitHE 2021 &
HRABEF ST 2020 FKF, BREFFLLEA 30.9 MBS
R 2018 &, BRBHEFIRAIHIKTE (62%) o

HEXRENHERES, 1X17.4% BT R FREE 2020 &
87K TR B 2019 ;5 SEME 78.3% BSEARR
HHALRAKTRETFI—F, BAEN, FERHE
T T 2025 2 B E R AT W E AR
20% MBI, B, HESEDISMARADS, FEEE
BT NS A B RS S 5 5 — 2,

TRITE 2021 FMAEER BN M. EfFsmsEmiiFh
Ak (69.9%) WIRESF (38.1%) HFFIEM. FEFHMAYTF
MERETIRS MAEYMRHREIFBIEM, ZITI R RS KIS RE,
SNERETRNo

£ 2021 Fit R DEERANZIH R ZH, 47.1% B9k
EMERET “RRRZBERAHENL" %M, HF B
BB FmiHX AR S 33.7%,

IERADITI, TEHRIBRFNER R ZH, 66.7% BT
AFhSEA RFAEE AR R SEHRIRS EAITRET "%
PRSHERTHENE X—ER, TERIMBINNERSRSK
AEEREIEER S EREERE], ERhREINTIRZH.

REBATIEE SHEINTI A S EBERTIR, S mEE
TR B ALEL ] (12.5%) FMHMEFEERER (22.2%) .
BRASIANRE, ERRAENBERZ G, FREETR 58
BE BRI ASNE AR RAIRZE T,

® B 16-50%

® TR 50%

60%

2020 2021*
* FIHER AT
B 10: TIRETL

® K 1-15% @ iZK16-50% @ EKEE 50%

90%

78%
70%

67%

2020 2021 2020 2021 2020 2021 2020 2021
k= %R, BEFEN RLSES 8. o6
o S 59K

2021 FHIEATHRE L

EE 11: I45R; 2021 FEERESHOPEE
REA:

EHERHER 47.1%
MERIEEROTE  33.7%
SEARAE LR 32.7%
KETEME  29.8%
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1 I BFREHIHEKED

FEFFA I AEERFIRAELH, 81.7% NEUMEERE “FEGZIIEKEN" . HttfREEIIBMEERENR
EEEFEPEN “TUATEE" (25%) UKk “FIUFMBRRESHHNE" (21.4%) . EFS5EE (33.3%) « Rik5
B (36.4%) LIRIRTT. 2RISR (25.9%) FTURMEIERRRESRAENTRN, TRET “RAFKRBEIFHAE" .

1 REHRhRREEM

BERSER, BHEVHERFERAERRF T HFHNERTT—26.9% WRIHEWVERT, PEEEKATFHES
i, #2020 FRELEAT 23 MEDR. 42.5% NEEFUNFETZEESKRANSEBRM, 122020 FREL (19.5%)
BE, ZADTIVEER, NHERAEVNERARBENTILRAR. EFSEMSESRF (30.4% WRi[FEWEHFERNE
BREBM, REEREMNT 114 MEDR. )

1 IEFHFEEREZF

Ak 2020 EMEEBRABELEPENEETH —583% EFR 12: IATEEEING S AE0EEsqE
WZiatlRR, EEERZTEE “HE. EENESENR
B, “hE” (41.1%) EMEE, RE “BFRaENHFN
EHREELTEAR AR, BREARAZHTIRETF
A ERNE SRS, thin: SE58%E (60%) .

RUSES (54.5%) URKESEI (62.5%) o ETAH 38.2%
BURUBEZ S, “BHEREFERA (58.6%) .
AV RIAR R — KRN, RIERRE

58.3%

HE. Bk
ESSHhE

1 RFIEST

BRZE (81.4%) HRIFEWHEREERARBEBINITE. £ 63 RERERKRAIEBINER (tX) Bdlzd,
50.8% & 7 AREI; TEEFESFRENERAFERIEWN S & 34.9% 1 30.2%, RBERDE (338 RZIHEIUHA 15 R) &
AbifelR TR R B AR E,

B% 13: RARBHIARNY (TS)

50.8% 34.9% 30.2% 22.2%

IR R AR A Z

EiExEEBR 2021 FREFLKRSE 1 43



S5EFNREER—E, YAEBRANEIILAIESHNTILZ —R T HETL
B & 17.1%.

R ARE I EFE SN BRI

EX 14: TUISAHEBIS
R BFT
] pwzeems: 200w TAIE: 17.1%
'\* Tl 17.1% IEHBAAB T 10.0%
@ . SEH. CHESHR: 16.7% IR 87%

R, ohi. EfESDH: 83%

(i)

B} =53 67%

1 HFRARRBNEMK

TEHERBERLER, PEMNELRSKHAFRENMEE, ER15: BREBEEREUFER, BUNHFRAR
FERBARITHE, AIZRURIMEABRTERFEAT NIREZIHFRTWN?

BANHR. $F, tiREMPRENR—BTEIEMm

EINMFEARTRILENE (69.8%) LbEFE (56.1%) B o HEREIN @ HERT O HFFEL © REH

%, AHE 80% LA LR INAIZ TR ERITI EFE: &k
56& (90.9%) . EF534% (83.3%) UK. &k,
CESHHITIL (83.3%) . BIMERESKZITRIGKENTIR
EREYTTIL AR, BRI N B R AR PR L B [H BT,
g TAHIE (67.1%) « BEEEIE (66.7%) , UAKREBHNF=,
TESERRS (61.5%) o

1 HF R

WP R AFFEPLATTEIN T BFRAREN, 2FRIHEF (RBEEATRIOEWLERIN) , 55.7% RAEETERANT ‘A
FHERXRARE—DZIHTIENR" , 51.7% B IEET “BFEBEKRAR" . REVXIERARANRAMIZ “FIRK
EEFHHTIZEHTEE. EiMTE” (45.4%) Uk “FERXZEENRHFEEEESHNNL” (44.3%) , 77082020 &F
RB7 163 TESRM 8 TEDRo

iR, B4, CESHIBETURERSHINZIHELE “SRAXAEERFEEEERNNL (58.3%) UKk “@BINBAR
EEMENREMRATIEE B (58.3%) FAXBRFM, FEIMRFAN,
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BF 16: HRTRIEMNEFRASEEIGE, FEMRF MRS

® 2020 @ 2021

499
9% 45% 40% 42/0 37% 369

32%
20% 25% 19% 2% 1o 2 1oy 22 19% 20%
4% 12%

A= 3THF HFEH FIRMESEF  BPXRERE ERBIENT  DEERIERAR  BEINBAR  ERARERR TRINASTEL

PrEVIYNA T AR MFTIEEMH RHEEE RENF= mmARSS (= KGR FRANERER
LEESEZS TEE. B BEptL ENMRIErF HA AL B, KRN
T Eaammt EEHFW

I EREEERNERERE S APFHIEM 2t =

7276 REXESTENNDHER, RIFEGHEE ‘% ER17: SAMER, DUREEESEERHIE
ESBESFIRE R EFIE 2020 £ (45.1%) INME  EIREETHEISIN:

AOE 5%, MINELECEEED WnTEELs 5

RIS Mttt (28.6%) MBREELAT 46 ME ERGr Al

B, FRREBTIMAN EACIEEEEEEy 0 RSB EENERR

EETENR" BIMERSLE,
20% 17% 22%
46% 18% o 44% ‘V 27%
18% 13%

2020 2021 2020 2021 2020 2021
SHEU HEdk AR S5k

I RfEER

7£ 2020 FREIRE LA, B EESRTMERIESEXK. 1S, EIRTAAEE
BRIHEAW T REER TR, BREEREAERA 314 Aﬁﬁj‘,.ﬁ“o

2

S, E=H2Z (63.7%)

BEIr R AUBIEERAEN IR — BT 5 TETI IR R TAUEY 180 E 20% B9kl bLE (66.7%) 1BIEEE, BREFRHA
T 46.7T MEDR; URFE 16.7% BRI RIIENE 1-10%, #HEIFEEFTIUAHABRNEREE: ASBAER,. R
AR EXE. AOZBRKR R LETFaXiE.

ARZER R THRR B L FIREITIEYIR. ThH. eE59H (25%) o ZITUMR, BHEWZETRESHAIMRHE
MZEERETHRT; H—Ee I ME B R ANE BN BMER T #R.

Ex 18: lFLERTHIREN

® b 11% Lt @ F1-10% @ RETH O iEK1-10% O 1K 11-20% O 18K 20% Lt

2021 RN
2020

2019
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| 5515, amamaE

1 IF1R, #tERAE)RIE (ESG) | XTFmBEMS AARSINHKE

FEETFEERWELAEZRIHEWFNE AL, F4E5 (43.8%) B “BREFCHEENREEN (EREEH ESG X
Bz “ERPERRENREEN UKk “RTEE /8% HIIEZAMI, 24 432% —X—ERRRTPEFE CH
) BANTHRSHIPBNEEEN. I, BFIFMRRIPNERBEIE, RENED “RE" EFKREATHAD
MEBEBR—ERERT, 37.8% MWRIHEIRF “WEEKXK" BFH ESC AEILFNEENNZ—.

=R, FEI (52.5%) ¥ ‘BAPEEBRENREEN HHEERS. TRADTLH, ZHEAREREERSH
RETSIAETI (83.3%) , RiSgRMITI (63.6%) EMHEE—EZTUR, BHEENFRReNEKBEEEEES
RN B AN AR RIEM A ET M. =N Z-—NWEEZREWR “RTHEEREE (66.7%) MIEEEAFHE ESG 18
KRIERZOEA, S2fTlkzE,

E% 19: BECWHAT i, HLRATAE AETENEENHEWLE?

15%

3%

HEMG BREANER HEER RTHEE/EEF @A SRR : R/ E Hit BERABR
REFR ERER ERHE =R
HEE HEE

I =9

AT ESG ERMHMERMEHEERBERRS, TGS, I, IFEELEF. "E. RUSERTIVHEL+7
BE "BREAMFHRED” . B, F217UR, BIkst ESG FHFARNEMITBN R RFENXE. “Srisasit”
(48.5%) « “HHIIRER" (48.5%) LIk “BIREKRER" (43.2%) ERIRR=FNERGERTTHG PEREFT

—EREUA NS ESC MBERTRERATKANBHTEMEREER. ERZHRTASZTENEZ. Z—MrAlgEk
BRREWER R ELERARRRA EIRNIEXER, EHEWR, BE 41.8% BB “BESEHR AT,
BNETFERE “Snh588MH" (49.4%) M “BIISRE" (48.2%) MBIV LA,

U FEERS ESC ERTBMBERLRERR, AFEHTEEELHIBAZETNELZH, §66.7% 8§ “HIEBESHE
HRERL” FIAERR=F ESC ERHMAERZ— BRME, BEAIMEWFHIARE T Wil b ESEHHSL Y/ NEH]
ISR EA 5 SKIE R D HHREIBLE B 45o
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B 20: RAKRFK=FA R HERAFEE FENECZ:

BESEHRED

TEERERIT | EUEFIFR
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